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REPORT  OF  THE  CHIEF  ENGINEER. 


To  the  Mayor  and  Council  of  the  City  of  Placerville  : 

Gentlemen — In  compliance  with  the  terms  of  an  agreement 
made  with  the  City  of  Placerville  on  the  13th  of  February  last, 
I  have  completed  the  surveys  and  estimates  for  a  Kailroad,  de- 
signed to  connect  that  city  with  the  Sacramento  Valley  Bail- 
road,  and  respectfully  submit  the  following  Report : 

Before  entering  into  a  detailed  account  of  the  surveys,  it  may 
be  well  to  glance  at  the  general  topographical  features  of  the 
country  to  be  traversed. 

TOPOGRAPHY. 

The  City  of  Placerville  occupies  both  banks  of  Hangtown 
Creek,  which  flows  into  Weber  Creek,  one  of  the  tributaries 
of  the  South  Fork  of  the  American  River.  It  is  almost  en- 
tirely surrounded  by  hills  ;  the  ridge  between  Hangtown  Creek 
and  the  South  Fork  stretching  along  north  of  and  parallel  to 
the  creek,  and  a  high  ridge  lying  to  the  south  and  known  as 
Coon  Hill,  forming  the  divide  between  the  waters  of  Hangtown 
and  Weber  Creeks.  These  ridges  unite  at  the  head  of  the 
valley  about  1\  miles  above  Placerville,  and  form  a  ridge 
which  is  a  spur  from  the  main  ridge  dividing  the  waters  of 
the  American  and  Cosumnes  Rivers.  This  main  ridge,  pro- 
jecting from  the  Sierra  south  of  Slippery  Ford,  and  having  a 
general  direction  a  little  south  of  west,  is  traced  by  the  towns 
of  Diamond  Springs,  Mud  Springs  and  Buckeye  Flat.  At  Clarks- 
ville  the  crest  of  the  ridge  is  about  2  miles  north  of  the  town. 
Proceeding  westerly,  it  curves  to  the  left  around  the  heads  of 


Carson  Creek,  and  is  crossed  by  the  stage  road  from  Placerville 
to  Folsom  at  a  low  gap  at  the  head  of  Natoma  "Valley,  north 
of  Gr.  N.  Douglass'  house,  and  by  the  Sacramento  road  near 
the  White  Bock  House.  The  ridge  dividing  the  waters  of  the 
two  rivers,  which  is  here  the  divide  between  Carson  and  Alder 
Creeks,  terminates  abruptly  a  short  distance  west  of  the  White 
Eock  House,  and  the  line  of  demarcation  between  the  Amer- 
ican and  Cosumnes  passes  over  a  tract  of  nearly  level  country, 
descending  to  the  general  level  of  the  Sacramento  Valley, 
and  terminating  at  the  town  of  Sutterville,  three  miles 
below  the  City  of  Sacramento.  Tbe  line  of  Eailroad  recom- 
mended, follows  this  ridge  from  Mud  Springs  to  the  sum- 
mit near  the  White  Eock  House,  and  therefore  a  more  particu- 
lar description  of  it  between  these  points  will  be  given. 

Although  its  general  direction  corresponds  with  that  of  your 
road,  a  line  passing  every  where  on  the  highest  ground,  divid- 
ing the  waters  of  the  American  and  Cosumnes,  would  be  very 
circuitous,  and  would  exhibit  in  some  parts  a  very  irregular 
profile,  dropping  into  transverse  valleys  below  the  general  level 
of  the  ridge.  There  is  no  prominent  continuous  crest  of  the 
main  ridge,  but  from  its  higher  points  long  spurs  project,  form- 
ing the  divides  between  the  minor  tributaries  of  the  two  rivers, 
and  giving  to  the  country  on  both  sides  of  the  ridge  a  decidedly 
mountainous  character.  Along  the  sloping  sides  of  the  ridge 
and  near  the  source  of  the  streams,  there  is  a  belt  of  land  but 
slightly  broken,  and  I  have  endeavored  to  locate  the  Eailroad 
on  this  ground  when  practicable,  without  using  extremely  high 
gradients.  There  is  no  difficulty  in  doing  this  until  we  approach 
Buckeye  Flat,  the  highest  point  of  which,  near  the  flume  of 
the  Eureka  Canal  Company,  is  188  feet  below  the  crest  of  the 
ridge  east  of  the  valley.  The  Placerville  and  Folsom  stage 
road  follows  nearly  the  crest  of  the  ridge  from  Buckeye  Flat  to 
the  El  Dorado  House.  At  that  point  the  ridge  sweeps  to  the 
right,  and  making  a  great  circuit  around  the  head  of  Deer 
Creek,  unites  with  a  transverse  ridge  which  extends  north- 
wardly to  near  Salmon  Falls,  and  southwardly  with  but  little 
fall  at  least  two  miles  south  of  the  Placerville  and  Folsom  road, 
which  crosses  it  a  short  distance  west  of  the  Ohio  House. 
Spurs  from  this  ridge  are  thrown  out  southwardly  and  westerly, 


separating  the  waters  of  Deer  and  Carson  Creeks.  At  its  base 
is  the  town  of  Clarksville  on  Carson  Creek,  a  tributary  of  the 
Cosumnes,  and  an  open  valley  extends  northwardly  from 
Clarksville  to  the  American  Eiver.  The  highest  part  of  the 
valley  (known  as  Buck's  Flat)  is  386  feet  below  the  ridge  west 
of  the  Ohio  House.  There  are  several  tributaries  of  Carson 
Creek  which  are  separated  by  short  parallel  ridges,  the  one 
lying  immediately  west  of  Buck's  Flat,  and  on  the  south  of 
which  is  the  Mormon  tavern,  terminating  to  the  north  a  half 
mile  north-west  of  the  Buck's  Flat  summit.  This  ridge  divides 
Buck's  Flat  from  Eice's  Valley,  west  of  which  the  main  ridge 
rises  high  above  the  surrounding  country  and  is  continuous, 
with  the  exception  of  the  depression  at  the  head  of  Natoma 
Y alley,  to  its  termination  near  the  White  Eock  House.  The 
White  Eock  ridge  at  its  termination  has  a  southern  direction, 
and  the  divide  between  the  waters  of  Carson  and  Alder  Creeks, 
tributaries  of  the  American  and  Cosumnes  Eivers,  is  in  a  nar- 
row valley  at  the  western  base  of  the  ridge.  An  isolated  and 
narrow  ridge  of  but  little  hight  extends  from  the  valley  to  the 
Half-way  House  near  Alder  Creek.  This  creek  has  several 
small  tributaries  rising  in  a  broad  shallow  basin  south  of  this 
ridge,  and  uniting  a  short  distance  above  its  western  termina- 
tion. The  land  west  of  this  is  nearly  level  to  the  Prairie  House, 
where  it  slopes  to  a  lower  table,  forming  a  fiat  ridge  between 
Buffalo  and  Alder  Creeks,  which,  declining  gently  towards  the 
Sacramento  Valley,  terminates  near  Monte  Cristo  on  the  Sacra- 
mento Valley  Eailroad,  five  miles  below  Folsom. 

PRELIMINARY  SURVEYS. 

A  route  following  up  the  left  bank  of  the  American  Eiver, 
and  of  the  South  Fork  to  the  mouth  of  Weber  Creek,  up  that 
Creek  to  Hangtown  Creek,  and  along  the  latter  to  Placerville, 
is  undoubtedly  practicable  ;  but  as  these  streams  run  through 
deep  gorges,  and  high  rocky  spurs  project  in  many  places  to 
the  banks  of  the  stream,  it  was  evident  that  the  construction  of 
the  road  on  that  route  would  be  too  expensive  to  warrant  its 
present  construction  or  even  to  require  a  survey,  unless  no  bet- 
ter line  could  be  obtained.  I  was  desirous,  however,  of  making 
use  of  the  whole  of  the  Sacramento  Valley  Eailroad  in  forming 


a  connection  between  tide  water  and  the  city  of  Placerville, 
and  hoped  that  by  commencing  at  Folsom  and  adopting  a  prac- 
ticable ascending  grade,  we  might,  in  a  few  miles,  be  able  to 
leave  the  gorge  through  which  the  American  passes,  and  reach 
the  comparatively  smooth  country  near  the  dividing  ridge  be- 
tween the  American  and  Cosnmnes.  In  accordance  with  this 
view,  beginning  at  the  junction  of  the  California  Central  with 
the  Sacramento  Valley  Eailroad,  a  line  was  traced  along  the 
steep  side  hill  on  the  left  bank  of  the  American  River  for 
two  miles,  and  ascending  the  ridge  and  leaving  the  gorge 
through  which  the  American  flows,  it  followed  the  northern 
slope  of  the  dividing  ridge  between  the  American  River  and 
Willow  Creek,  and  around  the  spurs  of  the  White  Rock  ridge 
and  the  heads  of  the  tributaries  of  the  New  York  Ravine,  to  a 
point  about  two  miles  south-east  of  Salmon  Falls  and  11|-  miles, 
from  Folsom.  The  grades  vary  from  50  to  80  feet  per  mile,  as 
required  by  the  nature  of  the  ground.  This  line  proved 
utterly  impracticable  in  its  upper  part,  on  account  of  the  sharp 
spurs  and  deep  ravines  which  it  was  necessary  to  cross,  and  its 
prosecution  beyond  this  point  was  therefore  abandoned.  A 
plot  of  the  surveyed  line  is  shown  on  the  map. 

I  then  commenced  the  examination  of  a  route  leaving  the 
Sacramento  Valley  Railroad  below  the  crossing  of  Alder  Creek, 
and  near  the  base  of  the  foot  hills.  I  found  the  ascent  to  the 
table  lands  forming  the  dividing  ridge  between  Buffalo  and 
Alder  Creeks  exceedingly  easy.  This  dividing  ridge  was  fol- 
lowed to  near  the  head  of  Alder  Creek,  which  was  crossed  about 
one-fourth  of  a' mile  below  the  Half-way  House;  it  then  fol- 
lowed the  northern  slope  of  the  side  hill  east  of  the  Half-way 
House,  and  in  the  valley  south  of  the  White  Rock  House,  at- 
tained the  summit  of  the  ridge  dividing  the  waters  of  Alder 
and  Carson  Creeks.  Up  to  this  point  no  grade  higher  than  50 
feet  to  the  mile  had  been  required,  and  the  ground  was  very 
favorable  for  the  construction  of  the  road. 

Deflecting  to  the  southward  in  order  to  turn  the  White  Rock 
ridge,  and  gaining  the  eastern  slope  of  that  ridge,  the  line  was 
traced  along  the  side  hill  to  near  Gr.  1ST.  Douglass'  house,  where 
leaving  the  ridge  and  crossing  the  Folsom  and  Placerville  road, 
it  was  run  nearly  parallel  to  the  road,  crossing  several  rocky 


spurs  and  deep  ravines,  and  passing  in  front  of  Mormon  tavern 
to  the  base  of  the  high  ridge  east  of  Clarksville.  The  only 
practicable  pass  eastward  of  this  point  is  the  one  at  the  head  of 
the  American  Ravine,  through  which  the  toll  wagon-road  is 
made.  The  elevation  of  the  ridge  at  the  head  of  this  ravine, 
which  we  shall  designate  as  the  Clarksville  summit,  is  324  feet 
above  the  line  at  the  base  of  the  ridge,  and  the  distance  is  only 
1|-  miles.  This  ascent  could  only  be  advantageously  overcome 
by  adopting  a  line  which,  rising  at  1  5-10  per  100  or  79  2-10  feet 
per  mile,  should  leave  the  explored  line  at  the  White  Eock 
summit,  and  being  traced  along  the  eastern  face  of  the  White 
Eock  ridge,  should  pass  around  the  tributaries  of  Carson  Creek 
to  Buck's  Flat  at  the  head  of  Clarksville  Valley.  Thence  to 
the  Clarksville  summit  the  line  would  be  developed  on  the 
western  face  of  ;the  ridge  sloping  to  the  valley  and  American 
Eavine.  It  was  found  that  the  same  grade,  continued  from 
Buck's  Flat  to  the  Clarksville  summit,  would  enable  us  to  pass 
the  latter  by  a  short  tunnel  71  feet  below  the  summit,  but  as 
the  continuation  of  the  line  eastwardly  involved  a  deep  cut  on 
the  ridge  at  the  toll-gate  near  Mr.  Howard's  house,  a  grade  of 
95  feet  to  the  mile  was  subsequently  adopted  in  the  location. 

From  the  Clarksville  summit  the  exploration  was  carried 
along  the  southern  face  of  the  dividing  ridge,  between  the 
American  and  Cosumnes  Eivers,  crossing  the  heads  of  Deer 
Creek  to  the  Planter's  House  or  Shingle  Springs,  and  along 
the  summit  to  Buckeye  Flat,  which  as  already  described,  is  a 
low  depression  in  the  dividing  ridge.  East  of  this  is  a  high 
ridge  running  transversely  to  the  general  direction  of  the  road. 
A  line  was  examined  passing  around  the  northern  end  of  this 
ridge,  and  up  the  valley  of  Slate  Creek  to  the  Placerville  road, 
which  was  struck  a  short  distance  east  of  the  Kingsville  House ; 
thence  crossing  Slate  Creek  and  Dry  Creek  near  their  heads, 
and  also  crossing  Indian  Eavine  to  Missouri  Flat.  From  Mis- 
souri Flat  the  exploration  was  continued,  crossing  Weber 
Creek  at  the  high,  bluffs  about  J  mile  east  of  the  Bridge  on 
the  Middletown  and  Missouri  Flat  road,  and  crossing  the  divid- 
ing ridge,  the  line  enters  the  valley  of  Hangtown  Creek ;  thence 
the  line  was  traced  up  the  left  bank  of  that  stream  to  Pla- 
cerville. 
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No  part  of  the  line  east  of  Buckeye  Flat,  except  a  small 
portion  near  Placerville,  has  been  adopted.  The  explored  line 
between  Buckeye  Flat  and  the  Kingsville  House  was  very  cir- 
cuitous, and  exceeded  in  length  the  adopted  line  following  the 
summit  of  the  ridge  by  more  than  a  mile ;  and  the  line  between 
Kingsville  and  Placerville,  besides  being  longer,  involved  the 
necessity  of  a  high  and  long  trestle  bridge  across  Indian  Ra- 
vine,  and  a  bridge  across  "Weber  Creek,  1600  feet  in  length 
and  185  feet  above  the  bed  of  the  stream. 

The  grades  on  the  explored  line  between  Buckeye  Flat  and 
the  crossing  of  the  ridge  between  Weber  Creek  and  Hangtown 
Creek  were  very  light,  but  from  this  point  to  Placerville  a 
grade  of  79  2-10  feet  per  mile  is  required.  On  account  of  the 
broken  character  of  the  side  hill  on  the  left  bank  of  Hangtown 
Creek,  the  cost  of  construction  of  a  Railroad  along  it  would 
necessarily  be  very  great. 

As  the  Placerville  and  Sacramento  Valley  Railroad  is  de- 
signed to  form  a  link  in  the  great  railroad  across  the  continent, 
I  was  desirous  to  so  locate  the  line  at  Placerville  that  it  could 
be  continued  eastward  from  that  point.  A  line  was  run  from  a 
point  in  the  explored  line  a  short  distance  west  of  the  town, 
crossing  the  creek,  passing  in  the  rear  of  Mr.  Kirk's  house,  and 
following  up  the  ravine  through  which  the  Georgetown  road 
passes,  which  attained  the  summit  between  the  waters  of  Hang- 
town Creek  and  the  South  Fork  of  the  American  River  in  a 
distance  of  one  mile,  and  at  an  elevation  of  96  feet  above  the 
initial  point.  Adopting  a  grade  of  80  feet  to  the  mile,  the  line 
would  cross  this  ridge  with  a  cut  of  only  16  feet.  A  recon- 
noisance  of  the  dividing  ridge  without  instruments,  satisfied 
me  that  there  are  also  practicable  passages  through  it  east  of 
this  point. 

Other  explorations  were  made,  but  as  they  were  all  either 
on  or  in  the  vicinity  of  the  adopted  line,  a  detailed  account  of 
them  is  unnecessary. 

LOCATION  OF  THE  KOAD. 

A  bench  mark  was  established  and  marked  0  on  a  pine  tree 
on  the  side  hill  south  of  Hangtown  Creek,  and  700  feet  west 
of  the  western  boundary  of  the  City  of  Placerville,  for  the  ini- 
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tial  point  of  the  survey.  The  altitude  of  this  bench  above  high 
tide  at  the  City  of  Sacramento,  is  1,850  feet.  The  location 
eastwardly  cannot  be  made  until  a  railroad  company  is  incor- 
porated, and  a  suitable  site  for  a  depot  is  obtained.  It  is  suffi- 
cient to  state  that  any  lot  in  the  business  part  of  Placerville  can 
be  reached  by  a  very  moderate  grade. 

The  road  is  carried  on  a  level  for  7  l-100ths  of  a  mile,  fol- 
lowing the  valley  of  Hangtown  Creek  and  crossing  several  deep 
ravines  and  short  spurs.  It  then  descends  at  the  rate  of  1 5-10 
per  100  or  79  2-10  feet  per  mile,  and  crossing  a  depression  in 
the  dividing  ridge,  enters  the  valley  of  Weber  Creek.  At  the 
summit  the  grade  is  65  6-10  feet  below  the  natural  surface,  and 
a  tunnel  300  feet  in  length,  with  cutting  for  550  feet,  will  be  re- 
quired. The  line  then  crosses  Mr.  Krahner's  inclosure,  150 
yards  to  the  left  of  his  house,  and  follows  the  side  hill  sloping 
to  Weber  Creek  for  about  one  mile,  when  it  crosses  the  creek 
by  a  bridge  450  feet  in  length,  (consisting  of  three  spans  of  150 
feet)  and  at  an  elevation  of  138  feet  above  the  channel  of  the 
stream.  The  line  then  rises  at  the  rate  of  1  foot  in  the  100 
(52  8-10  feet  per  mile)  for  36-100ths  of  a  mile,  and  crossing  a 
narrow  spur  enters  the  valley  of  Cold  Flat,  passing  a  little  south 
of  Mr.  Ayres'  house,  crossing  the  ridge  between  Cold  Flat  and 
Indian  Ravine  near  the  reservoir  by  a  cut  29  4-10  feet  in  depth 
and  1,700  feet  in  length.  Following  down  Indian  Ravine  a 
short  distance  and  descending,  it  then  crosses  the  dividing- 
ridge  by  a  cut  28  feet  in  depth  and  1,000  feet  in  length,  and 
enters  Empire  Ravine  at  its  head.  The  line  then  passes  down 
the  left  bank  of  the  ravine,  running  a  little  south  of  the  reser- 
voir of  the  South  Fork  Canal  Company,  and  crossing  the  Pla- 
cerville and  Folsom  road  about  \  mile  west  of  the  town  of 
Mud  Springs.  It  then  crosses  State  Creek,  passes  about  100 
yards  south  of  the  Kingsville  House,  and  gains  the  dividing 
ridge  between  the  waters  of  the  Cosumnes  and  American  Rivers, 
at  the  Mountain  House.  The  depression  at  the  Mountain 
House  is  passed  by  a  trestle  bridge  528  feet  in  length,  the 
greatest  altitude  being  35  feet. 

The  line  then  bears  to  the  left  of  the  stage-road,  and  passing 
around  the  head  of  the  ravine  at  Dr.  Edwards',  crosses  the  road 
at  the  summit  of  the  ridge  between  Dr.  Edwards'  and  Buckeye 
Flat. 
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From  the  crossing  of  Slate  Creek  to  the  eastern  base  of  this 
ridge,  9,100  feet,  the  grades  are  very  light,  the  whole  descent 
being  only  23  2-10  feet  in  nearly  If  miles.  But  we  are  now 
obliged  to  adopt  a  grade  of  1  5-10  per  100  (79  2-10  feet  per 
mile)  to  descend  to  Buckeye  Flat.  The  grade  of  the  road  is 
89  8-10  feet  below  the  summit  of  this  ridge,  and  a  tunnel  700 
feet  in  length,  with  cutting  at  the  two  ends  for  1,700  feet,  will 
be  required.  An  attempt  was  made  to  pass  around  the  south 
side  of  this  ridge,  but  the  ground  was  so  broken  that  the  route 
was  found  impracticable. 

The  explored  line  around  the  north  end  of  the  ridge  has  been 
described.  On  that  line,  in  order  to  turn  the  ridge  with  a 
curve  of  admissible  radius,  a  deep  cut  would  be  required ;  a 
large  amount  of  trestle  work  or  heavy  embankment  would  be 
needed  between  the  point  of  passing  the  ridge  and  the  Kings- 
ville  House,  and  nothing  would  be  saved  in  expense  to  j  ustify 
the  increase  in  the  length  of  the  road. 

Buckeye  Flat  is  designed  to  be  crossed  at  the  summit  be- 
tween the  waters  of  the  Cosumnes  and  American  Eivers,  a  lit- 
tle south  of  the  flume  of  the  Eureka  Canal,  by  a  trestle  bridge 
2,200  feet  in  length,  extreme  hight  56  1-10  feet,  average  hdght 
40  6-10  feet. 

Leaving  Buckeye  Flat,  the  line  crosses  the  stage  road  at  the 
Planter's  House  on  the  summit  of  the  dividing  ridge.  It  then 
deflects  to  the  south,  to  pass  a  spur  from  the  high  ground  near 
the  El  Dorado  House,  and  is  traced  on  the  southern  slope  of 
the  main  ridge,  re-crossing  the  stage  road  about  midway  between 
the  Duroc  and  El  Dorado  House.  The  route  now  is  located 
considerably  to  the  north  of  a  direct  line  in  order  to  obtain  a 
suitable  crossing  of  Deer  Creek  Valley,  which  is  passed  by  a 
trestle  bridge  1,300  feet  in  length,  at  an  elevation  of  50  feet 
above  the  stream.  Between  Buckeye  Flat  and  Deer  Creek  the 
ground  is  generally  of  a  very  favorable  character. 

The  line  now  curves  to  the  south,  strikes  a  steep  side  hill 
covered  with  a  dense  thicket  and  broken  by  tributaries  to  Deer 
Creek,  and  follows  it  three-quarters  of  a  mile,  when  it  crosses  a 
deep  valley  by  an  embankment  .and  trestle  bridge,  500  feet  in 
length,  greatest  height  45  feet,  and  gains  the  western  side  hill 
of  the  high  ridge  at  Howard's.     Following  the  side  hill  and 
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and  crossing  the  stage  road  about  200  yards  west  of  the  Ohio 
House,  the  line  gains  the  summit  of  the  ridge  100  yards  south 
of  the  road.  From  this  point  a  grade  of  1  8-10  per  hundred 
feet  for  4  miles  will  be  required  to  reach  the  depression  in  the 
dividing  ridge  at  the  head  of  Bucks  Flat  east  of  Clarksville. 
The  line  enters  the  head  of  the  American  Eavine  at  the  gap 
south  of  the  stage  road  and  is  traced  along  the  northern  side 
hill,  sloping  to  the  Clarksville  Valley,  to  the  Bucks  Flat  sum- 
mit. At  the  crossing  of  the  Clarksville  Creek  a  trestle  bridge 
1400  feet  in  length  and  115  feet  above  the  stream,  and  of  an 
average  height  of  64  7-10  feet,  is  required.  From  Bucks  Fiat 
the  line  runs  on  a  level  grade  for  \  of  a  mile  curving  to  the 
southward  and  passing  the  point  of  the  Mormon  Tavern  ridge 
by  a  cut  700  feet  long,  greatest  depth  55  feet,  it  enters  the  head 
of  Eice's  Valley.  It  is  then  traced  along  the  south-eastern 
slope  of  the  White  Eock  Eidge  to  the  crossing  of  the  stage 
road  near  G.  1ST.  Douglass'  house  at  the  head  of  Natoma  Valley. 
Two  routes  connecting  with  the  Sacramento  Valley  Eailroacl, 
one  at  Monte  Cristo  and  the  other  at  Folsom,  were  run,  diver- 
ging at  this  point. 

The  Monte  Cristo  line  crosses  Douglass'  Valley  by  a  trestle 
bridge  1,100  feet  in  length,  greatest  hight  63  feet,  and  follows 
the  face  of  the  White  Eock  Eidge,  crossing  the  depression  at 
Jersey  Flat,  by  a  trestle  bridge  800  feet  in  length,  greatest  hight 
50  feet,  to  a  gap  in  the  ridge  about  £  of  a  mile  south-west  of 
the  White  Eock  House.  Curving  to  the  west  and  crossing  the 
ridge  by  a  cut  40  feet  deep  at  the  summit  and  1,000  feet  in 
length,  the  line  gains  the  low  summit  between  the  waters  of 
Carson  and  Alder  Creeks  in  the  Valley  south  of  the  White 
Eock  House.  It  is  then  located  in  a  straight  line  to  the  Prairie 
House,  following  the  northern  face  of  the  low  ridge  between 
Alder  Creek  and  the  Halfway  House,  and  crossing  Alder  Creek 
about  100  yards  below  the  Sacramento  road  by  a  trestle  bridge 
300  feet  in  length  and  29  feet  above  the  channel  of  the  stream. 
It  then  passes  over  nearly  level  ground  to  a  point  south  of  the 
Alder  Creek  station,  when  it  follows  a  spur  descending  from 
the  table  land  to  the  valley ;  crosses  Buffalo  Creek  and  connects 
with  the  Sacramento  Valley  Eailroad  near  the  Monte  Cristo 
House.     From  the  crossing  of  Alder  Creek  to  the  junction 
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with,  the  Railroad,  a  distance  of  6-|  miles,  but  little  work  will 
be  required  in  the  preparation  of  the  road  bed. 

The  whole  distance  from  Placerville  to  the  Sacramento  Val- 
ley Eailroad  by  the  line  of  survey  is  32  65-100  miles.  There 
is  scattering  timber,  chiefly  oak  and  pine,  for  much  the  larger 
portion  of  the  distance  but  no  heavily  timbered  land  is  crossed 
by  the  line  of  the  road. 

The  line  connecting  with  the  Sacramento  Valley  Railroad  at 
Folsom  diverges  from  the  Monte  Cristo  line  a  little  east  of  the 
head  of  Natoma  Valley.  Curving  to  the  right  and  making 
nearly  a  semi-circle,  it  gains  the  western  side  hill  of  the  valley, 
which  it  follows  for  half  a  mile.  Turning  the  northern  end  of 
the  hill  it  crosses  a  deep  ravine,  by  an  embankment  and  a  tres- 
tle bridge  600  feet  in  length,  greatest  hight  69  feet,  to  a  spur 
of  the  White  Rock  Ridge,  which  it  follows  for  J  of  a  mile. 
The  line  then  crosses  the  ridge  by  a  cut  30  feet  in  depth  at  the 
summit  and  1,400  feet  in  length.  It  then  curves  to  the  south- 
ward to  attain  the  western  slope  of  the  ridge,  and  crosses  two 
ravines  by  embankments  and  trestle  bridges,  the  first  being 
900  feet  in  length,  greatest  hight  72  feet,  and  the  second  500 
feet  in  length,  greatest  hight  40  feet,  crossing  the  Folsom  and 
Placerville  road  a  short  distance  east  of  the  Natoma  canal,  and 
the  latter  when  it  first  gains  the  summit  between  Willow  and 
Alder  Creeks.  '  The  line  thence  to  Willow  Springs  is  nearly 
coincident  with,  the  public  road.  Leaving  Willow  Springs  it 
is  traced  along  the  slopes  of  the  side  hill,  descending  from  the 
table  land  to  Willow  Creek  and  the  American  River,  until  it 
reaches  the  valley  of  the  American,  when  it  curves  to  the  right 
and  unites  with  the  Sacramento  Valley  Railroad  at  the  passen- 
ger depot  at  Folsom.  The  length  of  the  line  from  the  point 
of  the  divergence  to  Folsom  is  7  82-100  miles,  and  the  whole 
distance  from  Placerville  to  Folsom  28  68-100  miles. 

A  descending  grade  of  79  2-10  feet  per  mile  is  adopted  from 
the  point  of  divergence  to  Willow  Creek  (five  miles)  except  in 
passing  around  the  curve  at  the  head  of  Natoma  Valley,  on 
which  it  is  reduced  to  72  39-100  feet  per  mile.  It  then  de- 
scends at  the  rate  of  17  42-100  feet  per  mile  for  65-100  of  a 
mile,  68  27-100  feet  per  mile,  for  1  42-100  miles ;  thence  level 
for  17-100  of  a  mile  to  the  passenger  depot  at  Folsom. 
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The  construction  of  the  road  from  ISTatoma  Yalley  to  the 
crossing  of  the  Natoma  Canal  will  be  very  expensive,  as  it  is 
obliged  to  cross  sharp  spurs  and  deep  ravines,  running  at  right 
angles  to  the  general  direction  of  the  road,  the  spurs  preserving 
nearly  the  same  altitude  and  the  ravines  descending  rapidly 
toward  Willow  Creek.  Between  the  ISTatoma  Canal  and  Fol- 
som  there  is  no  heavy  work. 

The  following  table  exhibits  the  several  grades  on  the  sur- 
veyed line,  beginning  at  Placerville  and  terminating  at  Monte 
Cristo. 

TABLE   OF   GRADES 

ON  THE    PLACEEVILLE   AND   SACRAMENTO   VALLEY  RAILEOAD. 


Length  of 

Grade 

Rise  of 

Fall  of 

Elevation 

Length  of 

Grade 

No.  of 

Grade 

per  100 

Grado  in 

Grade  in 

above  high 

Grade 

per  mile 

Grade. 

in  feet. 

feet. 

feet. 

feet. 

tide  in  feet. 

in  miles. 

in  feet. 

1 

3727 

1850.0 

.71 

Level. 

2 

7417 

1.5 

110.5 

1739.5 

1.40 

79.20 

3 

753 

1739.5 

.14 

Level. 

4 

1900 

1.0 

19 

0 

1758.5 

.36 

52.80 

.    5 

2000 

-    . . 

1758.5 

.38 

Level. 

6 

15700 

1.5 

235.5 

1523.0 

2.97 

79.2 

7 

1600 

1523.0 

.30 

Level. 

8 

1700 

0.5 

8.5 

1514.5 

.32 

26.4 

9 

2224 

1514.5 

.42 

Level. 

10 

3900 

0.5 

19.5 

1495.0 

.74 

26.4 

11 

6300 

1.5 

94.5 

1400.5 

1.19 

79.2 

12 

1900 

1400.5 

.36 

Level. 

13 

5900 

0.5 

29 

5 

1430. U 

1.12 

26.4 

14 

500 

1430.0 

.09 

Level. 

15 

2200 

1.5 

33.0 

1397.0 

.41 

79.2 

16 

1300 

0.5 

6.5 

1390.5 

.25 

26  4 

17 

5100 

1.5 

76.5 

1314.0 

.97 

79.2 

18 

1100 

.'. 

1314.0 

.21 

Level. 

19 

2100 

1.0 

21.0 

1293.0 

.40 

52.8 

20 

10300 

1.5 

154.5 

1138.5 

1.95 

79.2 

21 

3000 

1.0 

30 

0 

1168.5 

.57 

52.8 

22 

21300 

1.8 

383.4 

785.1 

4.03 

95.0 

23 

1200 

•  • 

•  • 

785.1 

23 

Level. 

103,121 

19.52 

14 


TABLE   OF   GRADES — CONTINUED. 


INo.  of 
Grade. 

Length  of 
Grade 
in  feet. 

Grade 

per  100 

feet. 

Kise  of 

Grade  in 

feet. 

Fall  of 

Grade  in 

feet. 

Elevation 
above  high 
tide  in  feet. 

Length  of 

Grade 
in  miles. 

Grade 
per  mile 
in  feet. 

24 

3400 

1.5 

51.0 

734.1 

.64 

79.2 

25 

3000 

m  m 

m  # 

734.1 

.57 

Level. 

26 

12500 

1.5 

187.6 

546.5 

2.37 

79.2 

27 

1100 

#  # 

9  . 

546.5 

.21 

Level. 

28 

8700 

1.5 

130.9 

415.6 

1.65 

79.2 

29 

3100 

1.0 

31.0 

384.6 

.59 

52.8 

30 

1200 

m  m 

m  m 

384.6 

.23 

Level. 

31 

1400 

1.5 

21.1 

363.5 

.26 

79.2 

32 

3300 

.15 

4.9 

358.6 

.62 

7.9 

33 

3300 

1.0 

33.0 

325.6 

.62 

52.8 

34 

500 

. 

#  m 

325.6 

.09 

Level. 

35 

3500 

1.25 

43.9 

281.7 

.66 

i  66.0 

36 

3400 

0.20 

6.0 

275.7 

.64 

10.6 

37 

1831 

1.36 

25.0 

250.7 

.34 

.   72.1 

38 

5299 

.18 

10.0 

240.7 

1.00 

9.2 

39 

1801 

.87 

16.0 

224.7 

.34 

46.9 

40 

3356 

1.5 

49.0 

175.7 

.63 

79.2 

41 

4800 

.56 

26.6 

149.1 

.93 

29.6 

42 

2500 

1.0 

25.5 

123.6 

.49 

52.8 

43 

1300 

123.6 

.25 

Level. 

69.287 

13.13 

103.121 

19.52 

172,408 

32.65 

SUMMARY. 


Grade  per  mile  (in  feet) 

Level 

7.9 

9.2 

10.6 

26.4 

29.6 

Length  of  Grade  (miles) 

4.19 

.62 

1.00 

.64 

2.43 

.93 

Grade  per  mile  (in  feet) 

46.9 

52.8 

66.0 

72.1 

79.2 

95.0 

Length  of  Grade  (miles) 

.34 

3.03 

.66 

.34 

14.44 

4.03 

The  line  terminating  at  Folsom,  diverges  on  the  26th  grade 
at  66-100ths  of  a  mile,  and  thence  to  Folsom.  The  grades  are 
exhibited  in  the  following  table  : 
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GKADES  ON  FOLSOM  LINE. 


No.  of 
Grade. 

Length  of 
Grade 
in  feet. 

Grade 

per  100 

feet. 

Rise  of 
Grade 
in  feet. 

Fall  of 
Grade 
in  feet. 

Elevation 
above  high 
tide  in  feet. 

Length  of 

Grade 
in  miles. 

Grade 
per  mile 
in  feet. 

1 

800 

1.50 

12.0 

671.8 

.15 

79.2 

2 

2917 

1.37 

40.0 

631.8 

.55 

72.4 

3 

22898 

1.50 

343.5 

288.3 

4.34 

79.2 

4 

3410 

0.33 

11.3 

277.0 

.65 

17.4 

5 

7500 

1.29 

97.0 

180.0 

1.42 

68.3 

6 

900 

•  • 

•  • 

180.0 

.17 

Level. 

38425 

7.28 

SUMMARY — FROM   PLACERVILLE   TO   FOLSOM. 


Grade  per  mile  (in  feet)... 

Level 

17.4 

26.4 

52.8 

68.3 

72.4 

79.2 

95.0 

LeDgth  of  Grade  (in  miles) 

3.58 

.65 

2.43 

1.34 

1.42 

.55 

14.68 

4.03 

The  following  tables  exhibit  the  length  of  straight  lines  and 
curves  on  the  routes  from  Placer ville  to  Monte  Cristo  and  Fol- 
som,  respectively : 

MONTE   CRISTO   LINE. 


Straight 
line. 
Miles. 

Radius 

2S65  feet. 

Miles. 

5T68- 

Radius 

2170  feet. 

Miles. 

Radius 

1910  feet. 

Miles. 

Radius 

1432  feet. 

Miles. 

Radius 

955  feet. 

Miles. 

19.80 

.25 

.64 

4.09 

2.19 

FOLSOM 

LINE. 

Straight 
line. 
Miles. 

Radius 

2865  feet. 
Miles. 

Radius 

2170  feet. 

Miles. 

Radius 

1910  feet. 

Miles. 

Radius 
1432  feet. 

Miles. 

Radius 

955  feet. 

Miles. 

14.66 

5.15 

.25 

.74 

4.86 

3.02 

OBSERVATIONS   ON   GRADES. 

r  It  will  be  noticed  that  Placerville  is  1,850  feet  above  tide, 
and  Monte  Cristo  123  6-10  feet,  the  difference  of  elevation 
being  1,726  4-10  feet.  If  this  rise  could  have  been  distributed 
uniformly  over  the  intervening  32  65-100  miles,  it  would  give 
a  grade  of  52  57-100  feet  to  the  mile.  But  it  has  been  shown 
from  the  result  of  the  first  explorations,  that  a  line  even  ap- 
proaching uniformity  of  grade  was  impracticable,  and  that  in 
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order  to  attain  the  high  ground  east  of  Clarksville,  a  grade  of 
at  least  80  feet  to  the  mile  was  required,  with  long  deep  exca- 
vations near  the  summit,  or  of  95  feet  for  4  miles,  involving  but 
a  moderate  amount  of  work.  The  latter  has  been  adopted  from 
motives  of  economy,  but  as  many  persons  in  California  enter- 
tain the  opinion  that  so  high  a  grade  cannot  be  overcome  with 
locomotive  power,  I  will  briefly  notice  what  has  been  accom- 
plished on  some  other  roads. : 

"  On  the  Pennsylvania  Central  Eoad  are  gradients  of  95  feet 
per  mile  for  9f  miles ;  where  curves  occur  the  grade  is  reduced 
at  the  rate  of  0.025  per  100  feet  per  degree  of  curvature.  Pas- 
senger trains  ascend  this  grade  with  a  velocity  of  24  miles  per 
hour,  and  descend  at  20  miles  per  hour.  The  ascent,  when 
there  are  more  than  three  cars,  is  effected  by  the  aid  of  an  ad- 
ditional engine.  The  working  load  of  the  heavy  freight  en- 
gines, (weighing  65,000  pounds  on  eight  drivers)  on  the  95 
feet  gradient,  is  125  tons  net,  or  about  208  tons  including 
tender  and  cars.  On  the  Massachusetts  Western  Road,  are 
grades  of  83  feet  for  1-J  miles.  Engines  of  20  tons  draw  100 
tons  over  this  grade.  Passenger  trains  run  up  at  about  18 
miles  per  hour  without  auxiliary  power.  Over  the  53  feet 
grades  on  the  Pennsylvania  Central  Road,  the  general  load  of 
the  engines  (55,000  pounds  on  six  drivers)  is  150  tons  net,  or 
about  250  tons  including  tender  and  cars."  (Pacific  R.  R.  Re- 
port, vol.  1,  p.  115.) 

The  minimum  radius  on  the  Pennsylvania  Railroad  is  6°  or 
955  feet.  The  minimum  radius  designed  on  the  Placerville  and 
Sacramento  Yalley  Railroad  is  the  same,  but  on  the  part  hav- 
ing a  grade  of  95  feet,  no  curve  of  a  less  radius  than  1,432  feet 
has  been  introduced. 

On  the  Pennsylvania  Central  Road  there  were  transported 
in  the  year  1858,  221,208  tons  of  through  freight  between 
Philadelphia  and  Pittsburgh,  and  365,057  tons  of  local  freight. 
The  through  freight  all  passed  over  this  grade,  and  a  propor- 
tion of  the  local  frieght  which  is  not  easily  determined.  I  make 
another  extract : 

"  The  most  interesting  and  analagouscase,  however,  to  which 
I  can  refer,  is  that  of  the  Baltimore  and  Ohio  Railroad,  one  of 
the  great  lines  in  the  United  States,  alluded  to  in  a  previous 
part  of  this  article,  as  connecting  the  sea-board  with  the  valley 
of  the  Mississippi  across  the  Alleghany  Mountains.  In  the 
year  1850,  447,000  tons  of  merchandise,  and  180,000  passen- 
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gers  were  transported  on  this  road,  the  receipts  amounting  to 
$1,343,000,  the  road  being  only  about  half  completed.  When 
finished  to  the  Ohio  Eiver,  the  receipts  are  expected  to  amount 
to  $3,000,000.  On  this  road  are  heavy  gradients,  with  several 
curves  of  600  feet  radius,  and  some  of  four  hundred  feet.  It 
is  to  the  mountain  district  of  the  road  just  opened,  that  I  wish 
particularly  to  invite  attention,  and  for  this  purpose  an  extract 
is  made  from  the  official  report  of  the  Chief  Engineer,  Mr. 
Latrobe,  one  of  the  most  distinguished  engineers  of  North 
America,  in  which  he  describes  the  route  and  grades  over  the 
Alleghany  Mountains. 

"  At  about  a  mile  below  this  point,  the  high  grade  of  116 
feet  per  mile  begins  and  continues  about  11|-  miles,  crossing 
the  Potomac  from  Virginia  into  Maryland  near  the  beginning 
of  the  grade,  and  thence  ascending  the  steep  side  slopes  of  Sav- 
age Eiver  and  Crab  Tree  Creek  to  the  summit,  at  the  head  of 
the  latter,  a  total  distance  of  about  15  miles,  upon  the  last 
three  and  a  half  of  which  the  grade  is  reduced  to  about  100 
feet  per  mile.  From  the  summit  the  line  passes  for  about  nine- 
teen miles  through  the  level  and  beautiful  tract  of  country  so 
well  known  as  the  Glades,  and  near  their  western  border  the 
route  crosses  the  Maryland  boundary  at  a  point  about  sixty 
miles  from  Cumberland,  and  passes  into  the  State  of  Virginia, 
in  whose  territory  it  continues  thence  to  the  terminus  on  the 
Ohio.  From  the  Glades  the  line  descends  by  a  grade  of  116 
feet  per  mile  for  eight  and  a  half  miles,  and  over  very  rugged 
ground,  and  thence  three  miles  further  to  Cheat  Eiver,  which 
it  crosses  at  the  mouth  of  Salt  Lick  Creek.  The  route,  imme- 
diately after  crossing  this  river,  ascends  along  the  broken  slopes 
of  the  Laurel  Hill,  by  a  grade  of  105  feet  per  mile  for  five 
miles,  to  the  next  summit,  passing  the  dividing  ridge  by  a  tun- 
nel of  4,100  feet  in  length,  and  whence  after  three  miles  of 
light  grade  a  descent  by  the  grade  of  105  feet  per  mile  for  five 
miles  is  made  to  the  valley  of  Eacoon  Creek,  by  which  and 
the  valley  of  the  Three  Forks  Creek  the  Tygarts  Valley  Eiver 
is  reached  in  fourteen  miles  more,  at  the  Turnpike  bridge  above 
described,  and  103^  miles  from  Cumberland." 

The  foregoing  extracts  exhibit  in  a  few  words  the  physical 
obstacles  to  be  overcome.  It  will  be  seen  that  a  gradient  of 
116  feet  per  mile,  both  ascending  and  descending,  is  required,  in 
the  aggregate  amounting  to  twenty  miles,  and  in  both  directions 
there  are  also  thirteen  miles  more  with  gradients  exceeding 
100  feet  per  mile.     Pacific  E.  E.  Eeport,  Vol.  1,  p  93. 

The  last  report  of  the  Baltimore  and  Ohio  Eailroad  Company, 
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states  that  the  whole  amount  of  tonnage  on  the  main  stem  for 
the  year  ending  October  1st,  1859,  was  809,831  tons,  of  which 
201,597  tons  were  carried  over  the  whole  road. 

Several  important  railroads  both  in  the  United  States  and 
Europe  have  higher  grades  than  the  Pennsylvania  Central  or 
Baltimore  and  Ohio,  but  as  the  latter  are  two  of  the  principal 
arteries  through  which  the  trade  of  the  Mississippi  Valley 
flows  to  the  cities  on  the  Atlantic  sea-board,  the  statement  of 
the  operating  power  of  engines  on  those  roads  may  be  regard- 
ed as  a  sufficient  illustration. 

The  maximum  load  which  the  engine  can  take  up  the  highest 
grade  determines  the  weight  of  the  trains  passing  over  the 
whole  length  of  the  road  unless  assistant  engines  are  employed. 
It  is  a  safe  calculation  that  a  locomotive  of  21  tons  will  draw, 
exclusive  of  itself  and  tender,  155  tons  or  80  tons  net  of  mer- 
chandise up  the  grade  of  95  feet  per  mile,  at  the  rate  of  ten 
miles  per  hour.  A  passenger  train  consisting  of  six  cars,  sixty 
passengers  each,  with  baggage  cars  and  express  cars,  will  weigh 
about  125  tons.  A  locomotive  of  the  same  class  will  pass  over 
the  grade  with  this  load  without  difficulty.  It  is  not  supposed 
that  this  number  of  passengers  will  often  require  conveyance 
at  one  time. 

ESTIMATES. 

The  estimates  have  been  made  for  a  road-bed  12  feet  in 
width  on  embankment  and  16  feet  in  excavation.  The  side 
slopes  of  embankment  to  be  1£  horizontal  to  1  vertical,  and  in 
excavations  of  earth  1  to  1,  indurated  clay  and  conglomerates 
J  to  1,  rock  \  to  1.  Each  cut  was  estimated  separately,  the 
character  of  the  material  and  the  distance  it  had  to  be  hauled 
being  taken  into  consideration.  By  reference  to  the  large  pro- 
file accompanying  this  report  it  will  be  seen  that  the  average 
haul  is  much  less  than  usual  on  similar  works.  From  Placerville 
to  Monte  Cristo  the  line  passes  through  a  mining  district,  and  the 
excavations,  with  rare  exceptions,  will  be  similar  to  those  made 
by  the  miners  in  the  vicinity  of  Placerville.  The  channels  of 
the  creeks  and  ravines  are  on  the  bed-rock,  but  the  hills  are 
composed  chiefly  of  a  conglomerate  not  difficult  of  excavation, 
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mixed  with  boulders,  but  ledges  of  solid  rock  will  rarely  be 
struck  in  the  excavations. 

The  total  number  of  yards,  and  the  aggregate  cost  only,  are 
given  in  the  estimates;  as  the  detailed  estimate,  while  possessing 
very  little  interest,  would  extend  the  report  to  a  great  length. 
In  consequence  of  the  necessity  of  crossing  depressions  in  the 
main  ridge,  and  numerous  ravines  sinking  below  the  grade  lines, 
which  we  were  obliged  to  maintain,  a  large  amount  of  trestle 
work  is  required.  This  may  be  depended  upon  for  five  or  six 
years,  when  it  should  be  replaced  by  permanent  embankment. 
By  using  the  railroad  for  the  conveyance  of  material,  this  can 
be  done  at  a  moderate  cost.  Extensive  forests  of  pitch-pine, 
spruce,  white  cedar,  balsam -fir,  and' sugar-pine,  cover  the  hills, 
beginning  about  five  miles  east  of  Placerville  and  extending 
to  the  Sierra  Nevada,  which  will  not  only  furnish  timber  re- 
quired in  the  construction  of  the  eastern  section  of  the  road, 
but  will,  when  the  road  is  completed,  be  a  fruitful  source  of 
revenue.  There  is  also  an  unlimited  amount  of  timber  on  the 
main  or  Diamond  Spring  Ridge,  beginning  four  miles  above 
Diamond  Springs,  from  which  all  the  timber  required  west  of 
Weber  Creek  can  be  obtained. 

The  number  of  feet  of  timber  required  for  each  structure  has 
been  calculated,  and  the  cost  including  workmanship  estimated 
at  $45  per  thousand  feet.  For  convenience  of  comparison  of 
the  lines  to  Monte  Cristo  and  Eolsom,  the  estimates  have  been 
made  in  two  divisions ;  the  first,  comprising  the  work  between 
Placerville  and  station  1,030,  which  is  common  to  both  lines, 
and  the  second  division,  the  work  on  the  divergent  lines  to 
Monte  Cristo  and  Folsoni.  The  following  statement  exhibits 
the  length,  average  hight,  greatest  hight,  total  cost  and  loca- 
tion of  the  trestle  bridges: 
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Detailed  Statement  of  Trestle  Bridging. 

FIRST   DIVISION". 

Length  in    Average    Greatest    Cost  including  Locality, 

feet.  hight.        hight.  Masonry. 

703  38.1  52.0  $8,431.85  1st  ravine  below  Placerville. 

580  37.0  52.9  6,999.60  2d  ravine  below  Placerville. 

225  43.0  56.1  3,624.00  Middletown  Eavine. 

361  45.4  56.0  5,060.08 

373  33.7  41.9  4,079.98  At  road  from  Placerville  to 

Kogers'  Mill 

257  20.9  24.6  1,827.34  Slate  Creek. 

166  20.5  22.2  1,167.20  Kingsville  Eavine. 

528  28.3  35.0  4^902.36  Mountain  House. 

2,200  42.4  56.1  29,348.00  Buckeye  Flat. 

300  24.6  32.8  2,421.00  Shingle  Springs  Creek. 

700  30.5  33.6  6,958.00 

1,300  44.4  57.0  17,784.00  Deer  Creek. 

400  41.6  45.3  5,284.00 

700  36.4  48.5  8,260.00 

1,400  64.2  115.3  31,377.00  Clarksville  Eavine. 

300  26.6  27.7  2,616.00  Buck's  Flat. 


10,493  $140,140.41 

SECOND  DIVISION — MONTE  CRISTO  LINE. 

400  30.5  37.6      3,976.00 

1,100  48.0  63.6  15,708.00    Douglass'  Eavine. 

800  39.2  49.8  10,144.00   Jersey  Flat. 

300  26.0  29.1      2,556.00    Alder  Creek. 


2,600  $32,384.00 

SECOND   DIVISION — FOLSOM  LINE. 

200  33.0  40.2   2,808.00 

600  35.7  40.2   6,948.00 

500  50.1  69.0   7,330.00 

900  50.2  72.4  13,230.00 

500  35.6  39.5   5,775.00 


2,700         $36,091.00 
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Estimate  of  Cost  of  Graduation,  Masonry  and  Bridging. 

FIRST    DIVISION. 

From  Placerville .  to  station  1030,  west  of  Mormon  Tavern 
20.86  miles. 

454,342  cubic  yards  of  excavation $244,827  71 

203,122  cubic  yards  of  embankment,  borrowed, 

at  20  cents 40,624  40 

1,000  feet  of  tunnel,  at  $50  per  foot 50,000  00 

10,493  feet  Trestle  Bridges 140,140  41 

Bridge  at  Weber  Creek,  including  Masonry. . .  42,000  00 

1  Stone  Culvert 320  00 

Drains 2,000  00 

Grubbing  and  clearing 3,000  00 

$522,912  52 

SECOND  DIVISION. 

From  station  1030  to  Monte  Cristo,  11.79  miles. 

137,978  cubic  yards  excavation $81,713  35 

46,281  cubic  yards  embankment,  borrowed,  at 

20  cents 9,256  20 

2,600  feet  Trestle  Bridges 32,384  00 

Drains 987  00 

Grubbing  and  clearing 1,000  00 

$125,340  55 

FOLSOM   LINE. 

From  station  1030  to  Folsom,  7.82  miles. 

139,705  cubic  yards  excavation $82,319  30 

88,759  cubic  yards  embankment,  borrowed,  at 

20  cents 17,751  80 

2,800  feet  Trestle  Bridges 36,091  00 

Drains 500  00 

Grubbing  and  clearing 500  00 

$137,162  10 

MONTE   CRISTO  LINE. 

First  division,  20.86  miles $522,912  52 

Second  division,  11.79  miles 125,340  55 

,253  07 
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FOLSOM   LINE. 

First  division,  20.86  miles $522,912  52 

Second  division,  7.82  miles 137,162  10 

$660,074  62 

Estimated  Cost  of  one  Mile  of  Superstructure. 

94  tons  (2240  lbs.)  iron  rails,  60  lbs.  to  the  yard, 

at  $70 $6,580  00 

588  wrought-iron  chairs,  8  lbs.  each,  4,704  lbs.,  at 

6  cents 282  24 

5,282  spikes,  £  lb.  each,  2,641  lbs.,  at  5  cents  per 

pound 132  05 

2,347  cross-ties,  8  feet  long,  6x8  in.,  at  60  cents.. .       1,408  20 

Distributing  material  and  laying  track 750  00 

Cost  of  one  mile  of  superstructure $9,152  49 

Summary  of  Cost  of  Construction. 

MONTE    CEISTO   LINE. 

.  Graduation,  Masonry  and  Bridging $648,253  07 

Superstructure  for  33|  miles,  including  4-5  miles 

for  side  tracks,  at  $9,152.49  per  mile 306,608  41 

$954,861  48 
Add  for  superintendence  10  per  cent 95,486  15 

Total  cost  of  constructing  the  road $1,050,347  63 

FOLSOil  LINE. 

Graduation,  Masonry  and  Bridging $660,074  62 

Superstructure  for  29J  miles,  including  4-5  miles 

for  side  tracks,  at  $9,152.49  per  mile 269,998  45 

$930,073  07 
Add  for  superintendence  10  per  cent 93,007  30 

Total  cost  ofconstructing  the  road $1,023,080  37 
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Buildings  and  Fixtures. 

Passenger  and  Freight  Depot  at  Placerville $20,000  00 

Do  do         •■        at  junction  with 

S.  V.  Railroad 5,000  00 

Two  engine  houses,  $5,000  each 10,000  00 

Way  and  water  stations 8,000  00 

One  machine  shop 10,000  00 

Two  turning  tables,  $3,000  each 6,000  00 

Cost  of  Buildings  and  Fixture $54,000  00 

Boiling  Stock. 

4  Engines  (24  tons  each)  at  $10,000 $40,000  00 

6  Passenger  cars,  for  60  passengers,  at  $3,000. . .  18,000  00 

4  Baggage  cars,  at  $1,000 4,000  00 

10  Platform  cars,  at  $800 8,000  00 

30  Covered  Freight  cars,  at  $1,000 30,000  00 

10  Gravel  cars,  at  $500 5,000  00 

4  Hand  cars,  at  $150 600  00 


Cost  of  Locomotives  and  Cars $105,600  00 

Be  capitulation. 

The  whole  amount  required  to  build  the  road  and  put  it  in 
operation,  will  be : 

MONTE   GEISTO   LINE. 

For  construction  of  road $1,050,347  63 

Buildings  and  Fixtures 54,000  00 

Locomotives  and  Cars 105,600  00 

Bight  of  way,  fencing,  etc 35,000  00 

Total $1,244,947  63 

.  FOLSOM    LINE. 

For  construction  of  road $1,023,080  37 

Buildings  and  Fixtures 54,000  00 

Locomotives  and  Cars 105,600  00 

Right  of  way,  fencing,  etc 35,000  00 

Total $1,217,680  37 
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COMPARISON   OF  THE   MONTE    CRISTO    AND   FOLSOM  LINES. 

The  line  to  Folsom  is  4  miles  shorter  than  that  to  Monte 
Cristo,  and  the  cost,  including  superstructure,  is  $27,267  26  less. 
It  connects  with  an  established  town  doing  a  large  business, 
not  only  with  Placerville  and  other  towns  adjacent  to  the  line 
of  your  road,  but  also  with  an  extensive  mining  district  lying 
to  the  east.  It  also  forms  at  that  point  a  connection  with  the 
California  Central  Railroad,  and  with  the  proposed  road  to  Au- 
burn and  Nevada.  But  as  the  Monte  Cristo  line  unites  with 
the  Sacramento  Yalley  Eailroad  5J  miles  below  Folsom,  the 
distance  from  Placerville  to  Sacramento  is  increased  1-|  miles 
by  going  by  way  of  Folsom.  As  the  bulk  of  both  freight  and 
travel  will  be  from  and  to  Sacramento,  it  is  evident  that  if  the 
Folsom  line  is  adopted,  this  will  pass  over  the  whole  length  of 
the  Sacramento  Valley  Railroad,  22  miles  and  28|-  miles  of 
your  road.  But  if  the  Monte  Cristo  line  is  taken,  it  will 
pass  over  16f  miles  of  the  Sacramento  Valley  Railroad,  and 
32^-  miles  of  your  road.  By  an  additional  expenditure  of  only 
$27,267.26,  you  secure  the  profits  on  4  miles  more  of  road,  and 
a  nearer  connection  by  1J  miles  is  obtained  between  Placerville 
and  Sacramento.  As  the  position  of  the  termini  of  the  road 
must  be  settled  by  the  Company  who  build  the  road,  it  is  un- 
necessary to  prolong  this  discussion.  The  estimates  for  cur- 
rent receipts  and  expenditures  are  based  on  a  length  of  3216050 
miles  of  road,  the  distance  between  Placerville  and  Monte 
Cristo  on  the  surveyed  line. 

SOURCES   OF    REVENUE. 

A  few  considerations  in  regard  to  the  practical  effect  of  rail- 
roads will  be  sufficient  to  prove  that  the  proposed  undertak- 
ing will  yield  at  least  a  fair  interest  on  the  cost  of  its  construc- 
tion. Railroads  not  only  attract  travel  and  freight,  but  create 
them.  In  consequence  of  the  saving  in  time  and  money  by 
railroad  transportation,  passengers  and  freight  on  the  line  of 
the  road,  and  for  some  distance  on  each  side,  are  drawn  to  it. 
For  the  same  reasons  many  persons  travel  who  would  other- 
wise stay  at  home,  and  many  branches  of  manufacture  and  pro- 
duction are  undertaken,  which  would  not  have  been  profitable 
without  the  railroad,  in  consequence  of  the  expense  of  trans- 
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portation  to  market.  These  effects,  then,  are  naturally  divided 
into  two  classes,  which  may  be  considered  separately  under  the 
heads  of  concentration  and  creation. 


Concentration. 
This  is  by  far  the  lesser  effect  of  the  two,  but  as  it  is  the  most 
obvious  and  most  generally  acknowledged,  it  will  be  first  con- 
sidered. For  an  illustration,  I  will  avail  myself  of  a  table  of 
distances  from  Placerville  to  various  towns  in  your  county,  for 
which,  as  well  as  other  valuable  information,  I  am  indebted  to 
the  kindness  of  Thomas  B.  Wade,  Esq.,  a  member  of  the 
Council  of  your  city.  I  have  calculated  the  time  required  by 
stage  to  travel  to  Folsom,  and^  thence  to  Sacramento  by  rail- 
road ;  the  time  to  travel  by  stage  to  Placerville,  and  thence  by 
railroad  to  Sacramento,  and  the  time  saved;  the  cost  of  freight 
by  wagon  to  Folsom,  and  thence  by  railroad  to  Sacramento ; 
the  cost  of  freight  by  wagon  to  Placerville,  and  thence  by  rail- 
road to  Sacramento,  and  the  saving  in  cost  per  ton.  This 
estimate  presents  the  least  favorable  view  of  the  subject,  as 
some  of  the  places  are  nearer  to  other  points  of  the  line  than 
to  Placerville ;  but  it  will  be  sufficient  for  our  purpose.  Pas- 
sengers are  estimated  to  travel  by  stage  at  6  miles  per  hour, 
by  railroad  at  20  miles ;  freight  by  wagons  at  60  cents  per  ton 
per  mile,  by  railroad  at  15  cents. 


To  Fol- 
som. 
Miles. 


Placerville 

Georgetown 

Colorna 

Indian  Diggings 

Grizzly  Flat 

Cedarville 

Kelsey 

Greenwood  Y  alley 
Cold  Springs . . 

Gold  Hill 

Spanish  Flat. . . 
White  Rock. . . 

Newtown 

Fair  Play 


28 
38 
30 
45 
45 
40 
33 
33 
27 
27 
35 
31 
36 
35 


ToPla-jBy    Fol- 
c'rville1     som. 
Miles.  iH's.  Min 


14 
10 
24 

22 

20 
5 

20 
5 
8 
1 
3 
8 

16 


5.46 
1.26 
6.  6 
8.36 
8.36 


46 
36 
36 
36 
36 
56 
56 
7.06 
6.56 


By  Pla- 
cerville. 
H's.  Min 


2.30 

4.50 
4.10 
6.30 
6.10 
5.50 
3.20 
5.50 
3.20 
3.50 
3.40 
3.00 
3.50 
5.10 


Time 
saTed. 
H.  M. 


3.16 
2.36 
1.56 
2.06 
2.26 
1.56 
3.16 
0.56 
2.16 
1.46 
3.16 
1.56 
3.16 
0.46 


Freight  per  ton  via 
Folsom.  IPla'ville 


$19.80 
25.80 
21.00 
30.00 
30.00 
27.00 
22.80 
22.80 
19.20 
19.20 
24.00 
21.60 
24.60 
26.00 


$12.30 

9.90 

7.50 

8.10 

9.30 

7.50 

12.30 

3.30 

8.70 

9.30 

12.30 

12.30 

12.30 

6.90 
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The  examples  are  given  to  elucidate  the  manner  in  which 
railroads  attract  the  trade  and  travel  of  the  adjacent  country, 
and  not  to  prove  that  all  the  business  between  these  towns  and 
Sacramento,  must  at  once  be  conducted  by  the  railroad.  The 
character  of  the  intervening  country  may  present  exceptional 
cases,  but  the  general  result  is  undeniable.  It  may  also  be  ob- 
served that  it  is  not  to  be  presumed  that  with  the  present  roads 
the  transportation  of  freight  to  Placerville  can,  in  all  the  cases 
enumerated,  be  conducted  at  the  prices  named  ;  but  as  soon  as 
the  railroad  is  built,  the  people  of  the  neighboring  towns  will 
undoubtedly  make  good  roads  connecting  with  it  at  the  most 
accessible  points. 

The  intercourse  between  that  section  of  country  lying  east 
of  Placerville  and  west  of  the  Sierra  Nevada,  with  Sacramento 
Valley  and  San  Francisco,  must,  under  any  circumstances,  pass 
through  Placerville.  During  the  last  winter,  the  Johnson's 
Pass  of  the  Sierra  Nevada,  on  the  Placerville  route,  was  the 
only  one  which  was  kept  open,  and  consequently  all  the  com- 
munication between  the  western  part  of  California  and  Utah. 
Territory  passed  over  that  route.  There  can  be  no  question 
that  there  is  an  extensive  mineral  district,  stretching  along  the 
eastern  base  of  the  Sierra  Nevada,  very  rich  in  silver  and  gold, 
and  as  regards  the  former  metal,  unsurpassed  by  any  country 
known  at  the  present  time.  The  larger  portion  of  the  provi- 
sions, machinery  and  tools  needed  by  the  population,  must  be 
obtained  from  California.  It  will  not  be  long  before  there  will 
be  a  multitude  of  persons,  and  a  large  amount  of  necessary 
supplies,  crossing  the  Sierra  to  the  new  El  Dorado,  which  will 
be  distributed  on  the  Placerville,  Big  Tree,  Jackson,  Truckee, 
and  Henness  Pass  routes.  If  a  railroad  is  constructed,  all  this 
travel  and  freight  will  pass  over  it. 

.  The  present  population  of  the  Washoe  district  is  variously 
estimated  at  from  8,000  to  10,000  souls,  and  taking  into  con- 
sideration the  prospective  population,  20,000  passengers  annu- 
ally may  be  safely  counted  upon  from  this  section.  I  presume 
I  am  also  safe  in  assuming  that  the 'larger  portion  of  the  over- 
land emigration  will  strike  for  Placerville,  and  that  your  city 
will  be  regarded  as  the  termination  of  their  long  pilgrimage. 
The  emigration  may  be  set  down  at  an  average  of  30,000  an- 
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nually ;  but  how  many  may  choose  to  make  their  homes  in  Bl 
Dorado  County,  and  how  many  may  seek  for  residences  further 
west,  cannot  be  determined.  It  is  enough  for  our  present  pur- 
pose that  either  choice  adds  to  the  profits  of  the  road. 

We  will  now  devote  a  few  words  to  the  second,  and  most 
important  branch  of  the  discussion,  the  creation  of  business  by 
the  construction  of  railroads. 

Creation. 

The  following  statement,  derived  from  the  report  of  Baron 
Charles  Dupin,  on  the  Paris  and  Orleans  Railway,  exhibits 
the  increase  in  trade  in  some  parts  of  Europe,  brought  about 
by  the  construction  of  railroads. 

Comparison  of  the  number  of  travelers  conveyed  daily 
throughout  the  whole,  or  a  portion  of  the  line. 


Name  of  Railroad. 

No.  of  Passengers 

before   opening 

of  Eailroad. 

No.  of  Passengers 
after  opening 
of  Railroad. 

Increase  per 
cent. 

Manchester  and  Liverpool.. 

400 

1,620 

307 

Stockton  and  Darlington . . . 

130 

630 

385 

New  Castle  and  Carlisle .... 

90 

500 

455 

Arbroath  and  Forfar 

20 

200 

900 

200 

3,000 

1,400 

The  following  statement  of  four  railroads  in  Massachusetts, 
shows  the  estimated  number  carried  annually  before  these 
roads  were  built,  and  the  number  transported  upon  them  dur- 
ing the  year  1848. 


No.  of  Passengers  No.  of  Passengers   j  _e_ 

before  opening  in  the  year  .   v 

of  Railroad.  1S48 


Name  of  Railroad. 


Boston  and  Worcester. 
Boston  and  Lowell 

Fitchburg 

Eastern 


23,500 

37,400 

71,790 

121,700 


807,143 

527,764 

745,825 

1,021,169 


3,334 

1,311 

938 

739 


The  aggregate  number  of  passengers  conveyed  on  the  seven 
railroads  which  diverge  from  Boston,  amounts  to  twenty-five 
times  the  population  of  the  city,  and  the  total  travel  on  the 
railroads  in  Massachusetts,  to  ten  times  the  entire  population  of 
the  State.     I  have  before  me  the  Annual  Report  of  the  Penn- 
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sylvania  Bailroad  Company  for  the  year  1858.  I  was  engaged 
in  the  location  and  construction  of  the  eastern  division  of  that 
road,  from  1828  to  1832,  and  at  that  time  a  daily  stage  be- 
tween Philadelphia  and  Pittsburgh,  with  seats  for  10  passen- 
gers, and  a  tri- weekly  stage,  with  seats  for  6,  between  Phila- 
delphia and  Downingtown,  (a  distance  of  30  miles)  were  the 
only  public  conveyances. 

The  following  extract  from  the  report  of  the  President  of 
the  Company,  Mr.  J.  Edgar  Thomson,  gives  a  concise  exhibit 
of  the  business  done  on  the  road  in  1858  : 

"  Our  trains  have  been  run  with  great  regularity  and  remark- 
able freedom  from  accident.  We  have  carried  during  the  year 
1,012,803  first  class,  and  16,862  emigrant  passengers,  without 
the  loss  of  a  single  life ;  but  one  accident  having  occurred  to 
our  trains  from  which  injury  resulted  to  passengers.  In  this 
case  three  persons  were  slightly  injured,  whose  claims  for  dam- 
ages were  promptly  adjusted  for  the  sum  of  $1,217.  In  mov- 
ing 1,137,189  tons  of  freight  during  the  year,  the  total  claims 
incurred  for  goods  lost,  damaged,  or  delayed,  has  been  but 
$8,054." 

Many  of  the  passengers  travel  but  short  distances  and  the 
larger  portion  of  income  of  almost  every  railroad  is  derived 
from  local  travel  and  freight. 

As  relates  to  the  Pennsylvania  Eailroad,  this  will  be  exhib- 
ited by  another  extract  from  the  report  already  refered  to : 

"It  will  be  seen  from  the  report  of  the  proper  department 
in  relation  to  the  traffic  on  the  Pennsylvania  Eailroad  during 
the  past  year,  that  the  equivalent  number  of  through-passen- 
gers were  as  follows:  On  the  Philadelphia  division  (Philadel- 
phia to  Columbia),  169,379  ;  on  the  Harrisburg  and  Lancaster 
Eailroad,  109,481 ;  on  the  Columbia  branch,  27,749,  and  upon 
the  Pennsylvania  Eailroad  (between  Harrisburg  and  Pittsburg) 
119,358.  In  addition  to  the  foregoing  were  16,216  emigrant 
passengers  transported  from  Philadelphia  to  Pittsburg.  The 
total  number  of  persons  who  passed  upon  the  road  during  the 
year  was  1,012,803  first-class  passengers,  and  16,862  emigrants." 

On  the  Sacramento  Yalley  Eailroad,  during  the  month  of 
April,  1860,  6,456  persons  traveled  over  the  road,  of  whom 
2,426  held  stage  tickets.  Of  the  stage  tickets,  1,294  belonged 
to  the  Placerville  and  Folsom  line. 

It  thus  appears  that  nearly  two-thirds  of  all  the  travel  is 
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derived  from  Folsom  and  other  points  contiguous  to  the  road, 
and  but  a  little  more  than  one-third  from  connecting  stage  lines. 
It  will  also  be  seen  that  the  Placerville  stages  carried  more 
passengers  than  all  the  other  lines  together. 

In  a  statement  just  published  by  J.  P.  Eobinson,  Esq.,  Sup- 
erintendent of  the  Sacramento  Valley  Eailroad,  he  says : 

"  By  its  facility  it  has,  since  January  1,  1856,  caused  a  move- 
ment of  366,000  people  over  it.  Of  this  number,  240,000  per- 
sons have  been  a  local  movement  between  Sacramento  and  Fol- 
som, and  the  remainder,  or  126,000  persons,  have  been  a  move- 
ment arriving  or  departing  on  stages  to  and  from  points  beyond 
this  road ;  showing  a  large  expenditure  in  this  city  and  county, 
which  without  this  road  would  not  have  been  made,  which  can- 
not be  estimated  at  less  than  $1  a  person,  or  §240,000," 

"We  may  observe  that  the  town  of  Folsom,  which  owes  its 
existence  solely  to  the  railroad,  contributes  largely  to  its  sup- 
port. 

As  this  report  is  already  sufficiently  extended,  I  must,  in  re- 
gard to  increase  of  freight  on  your  road,  due  solely  to  its  con- 
struction, confine  myself  to  a  single  illustration.  It  appears 
from  the  statement  furnished  me  by  Mr.  Wade,  that  only  about 
one  million  feet  of  lumber  are  transported  from  your  vicinity 
to  Sacramento  Valley.  The  California  Eegister  for  1859,  states 
the  annual  production  of  El  Dorado  County  at  4,800,000  feet, 
and  of  Nevada  County  at  39,810,000  feet.  When  the  road  is 
constructed,  the  lumber  derived  from  the  country  east  of  Placer- 
ville, can  be  transported  to  market  much  cheaper  than  it  can  be 
conveyed  from  Nevada  County. 

A  careful  estimate  made  by  Mr.  Wade,  who  collected  his  in- 
formation from  the  merchants  of  your  city,  makes  the  weight 
of  merchandise  brought  to  Placerville  annually  16,000  tons. 
He  also  estimates  the  freight  brought  by  the  road  to  intermedi- 
ate points,  and  for  towns  tributary  to  the  road,  (as  exhibited  in 
a  preceding  table)  at  30,000  tons.  I  estimate  the  freight  of 
the  road  at  the  commencement  of  operations  at  40,000  tons 
through,  exclusive  of  lumber,  and  the  passenger  travel  at  60.000 
persons  over  the  whole  length  of  the  road.  The  lumber  busi- 
ness will  require  the  establishment  of  mills,  and  some  time  for 
its  development,  and,  therefore,  but  two  millions  of  feet  are 
supposed  to  be  carried  during  the  first  year. 
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ESTIMATE   OF   ANNUAL   REVENUE. 

60,000  passengers  at  $3  25 $195,000  00 

40,000  tons  through  freight  at  $4  90 196,000  00 

2,000,000  feet  lumber  at  $5  00  per  M 10,000  00 

U.  S.  Mail  and  Express  matter 25,000  00 

Total $426,000  00 

CURRENT  EXPENSES. 

Motive  power, $70,000  00 

Repairs  of  freight,  baggage,  and  passenger  cars         18,000  00 
Salaries,  wages,  and  incidental  expenses  charge- 
able to  passenger  department 10,000  00 

Salaries,  wages,  and  incidental  expenses  charge- 
able to  freight  department 30,000  00 

Repairs  of  road  and  reserved  fund  for  renewing 

superstructure 43,000  00 

Salaries  of  President,  Superintendent,  Treasurer, 

and  law  expenses 20,000  00 

Total  current  expenses $191,000  00 

Balance  nett  revenue $235,000  00 

Or  18f0  per  cent,  on  $1,250,000. 

It  has,  I  trust,  been  shown  that  a  railroad  can  be  constructed 
from  Sacramento  Valley  to  Placer ville  at  a  moderate  expense, 
and  which  will  pay  a  fair  interest  on  its  cost.  While  the 
road  will  be  of  incalculable  advantage  to  El  Dorado  County, 
we  must  not  lose  sight  of  its  importance  in  a  national  view. 
This  road  is  on  the  direct  line  between  Sacramento  and  St. 
Louis,  and  occupies  the  true  position  of  a  central  route  between 
California  and  the  Atlantic  States.  Chicago  and  St.  Louis  are 
the  great  centers  of  railroad  communication  in  the  Mississippi 
Valley.  It  is  to  the  stockholders  of  these  roads  that  we  must 
look  for  aid  in  prosecuting  the  great  road  across  the  continent, 
and  they  have  no  disposition  to  give  their  assistance  to  any 
other  but  the  Central  route.  It  is  to  be  regretted  that  the 
United  States  Engineers,  when  they  arrived  at  the  Eastern 
base  of  the  Sierra  Nevada,  should  have  thought  it  necessary  to 
make  a  great  detour  to  the  north,  and  enter  California  near  the 
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head  of  the  Sacramento  Eiver,  making  it  necessary,  in  order  to 
reach  the  valley,  to  have  on  the  route  examined  135|-  miles  of 
road  '  from  the  head  of  the  first  canon  on  the  Sacramento  River 
to  the  termination  of  the  mountain  passage  of  the  river,  17 
miles  above  Fort  Reading,'  estimated  to  cost  $150,000  per 
mile,  or  $20,325,000."  In  my  communication  to  Col.  Fremont, 
dated  Sept.  29th,  1857,  read  before  Congress  by  Mr.  Blair,  May 
25th,  1858,  (published,  supplement  to  Congressional  Globe,  1857 
and  1858,  p  423),  I  endeavored  to  show  that  the  route  by  Pla- 
cerville  was  practicable,  that  its  cost,  at  an  extreme  estimate, 
would  be  $15,000,000  less,  and  that  it  would  be  168  miles 
shorter  than  the  route  surveyed  by  the  United  States  Engi- 
neers. 

This  route  should  be  strongly  urged,  not  only  by  the  people 
of  your  county,  but  by  the  united  influence  of  the  whole  State. 
The  special  committee  on  the  Pacific  Railroad  Bill  now  before 
Congress,  estimate  that  the  number  of  passengers  over  that 
road  will  be  200,000  per  annum.  With  a  view  to  your  road 
forming  a  link  in  the  great  work,  I  have  avoided  introducing 
any  curve  of  a  shorter  radius  than  955  feet,  and  no  change 
whatever  will  be  required  in  location  to  adapt  it  to  the  busi- 
ness of  that  road. 

I  must  return  my  thanks  for  the  valuable  aid  I  received  from 
Mr.  T.  J.  Arnold  and  Mr.  F.  A.  Bishop,  on  the  survey ;  to  Mr. 
T.  B.  Wade,  of  your  city,  for  valuable  statistics,  and  to  Messrs. 
Day  and  Arrowsmith,  of  Folsom,  and  to  Mr.  J.  Mora  Moss, 
President,  and  to  Mr.  J.  P.  Robinson,  Superintendent  of  the 
Sacramento  Yalley  Railroad,  for  many  acts  of  kindness. 

Respectfully  submitted, 

WILLIAM  J.  LEWIS, 

Chief  Engineer. 
Placerville,  June  1st,  1860. 
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INTRODUCTION. 

In  the  year  1887,  an  Act  of  Congress  was  passed  "  author- 
izing an  investigation  of  the  books,  accounts  and  methods  of 
railroads  which  have  received  aid  from  the  United  States,"  and 
providing  among  other  things  for  the  appointment  by  the 
President  of  a  Commission  for  that  purpose.  The  Commis- 
sioners appointed  were,  the  Hon.  Robert  E.  Pattison 
of  Pennsylvania,  the  Hon.  Ellery  Anderson  of  New 
York,  and  the  Hon.  David  T.  Littler  of  New  York,  gentlemen 
—  as  shown  by  their  reports  —  eminently  qualified  for  the  per- 
formance of  the  difficult  and  responsible  duties  assigned  to 
them.  By  these  gentlemen,  and  an  able  corps  of  expert 
accountants  and  railroad  men,  a  protracted  and  exhaustive  in- 
vestigation was  made  ;  and  their  reports  made  in  accordance 
therewith  may  be  regarded  as  constituting  the  only  complete 
and  authentic  history  of  the  bond-aided  railroad  companies. 

These  reports  consist  of  a  majority  report  by  Messrs. 
Anderson  and  Littler,  and  a  minority  report  by  Governor  Pat- 
tison. The  former  recommends,  in  substance,  an  extension  of 
the  time  of  payment,  upon  certain  conditions,  for  the  term  of 
fifty  years  ;  the  latter,  a  suit  for  the  forfeiture  of  the  charters 
of  the  companies,  and  a  winding  up  of  their  affairs.  Neither 
scheme  was  adopted  by  Congress,  and  the  whole  matter  fell 
into  abeyance  until  the  introduction  of  the  bill  now  pending  in 
Congress,  which  in  effect  provides  for  an  extension  of  time  for 
payment  for  fifty  years,  and  a  reduction  of  the  interest  to  three 
per  cent. 

The  magnitude  of  the  interests  involved  in  this  bill  —  as 
affecting  the  public  generally  and  more  especially  the  people  of 
the  trans-Mississippi  States  —  renders  it  perhaps  the  most 
vitally  important  measure  —  at  least  to  the  latter  —  that  Con- 
gress has  ever  had  to  pass  upon ;  and  on  this  account,  the 
reports  of  the  Commissioners  have  come,  at  the  present  time, 
to  have  a  peculiar  value,  as  being  the  only  record  —  or  at  least 
the  only  accessible  record  —  of  the  facts  by  which  the  justice 
and  expediency  of  the  proposed  bill  are  to  be  judged. 
Unfortunately,  a  few  copies  only  of  the  report  remain  extant  ; 
but  the  following  compilation,  it  is  believed,  will  present  fully 
all  that  is  material  to  the  questions  pending  between  the  Gov- 
ernment and  the  companies. 


The  majority  and  the  minority  reports  of  the  Commission, 
though  differing  in  the  methods  of  adjustment  proposed  and  in 
arrangement,  in  other  respects  agree,  substantially,  with  each- 
other,  and  contain  much  the  same  matter.  To  avoid  repetition, 
the  two  reports  will  be  consolidated  in  this  compilation  ;  and 
the  subjects  treated  of  will  be  distributed  in  the  following  order  : 

(i)  History  of  the  construction  and  of  the  subsequent 
financial  management  of  the  Pacific  railroads. 

(2)  Statement  of  their  indebtedness  to  the  United  States, 
and  of  their  present  financial  condition. 

(3)  The  legal  remedies  of  the  Government  for  the  recov- 
ery of  the  debt. 


HISTORY   OF    THE    CONSTRUCTION,    AND    OF  THE 

FINANCIAL  MANAGEMENT  OF  THE 

PACIFIC   RAILROADS. 


(1)     NATURE  AND    AMOUNT    OF    GOVERNMENT   AID   TO  THE 

COMPANIES. 

The  Pacific  Railroad  Companies  that  have  received  aid 
from  the  Government —  as  they  now  exist  —  consist  of: 

The  Central  Pacific  Railroad  Company,  with  which  the 
Western  Pacific  Railroad  Company  has  been  consolidated,  and 
its  several  branches. 

The  Union  Pacific  Raihoad  Company \  with  which  the 
Kansas  Pacific  Railroad  Company  and  the  Denver  Pacific  Rail- 
road Company  have  been  consolidated,  and  its  several 
branches,  and 

The  Central  Branch  Union  Pacific,  and  the  Sioux  City  and 
Pacific  Railroad  Companies;  which,  being  of  comparatively  lit- 
tle importance,  will  not  require  much  of  our  attention. 

All  these  roads  were  constructed  under  the  Act  of  Congress 
of  July  1st,  1862  (12  Stat.,  489),  and  the  Amendatory  Act  of 
July  2,  1864  (13  Stat,  356). 

By  the  Act  of  1862,  there  was  granted  to  each  of  the  bond 
aided  companies,  in  aid  of  construction,  the  right  of  waj^  and 
ten  sections  of  public  lands  for  each  mile  of  completed  road  ; 
and  it  was  also  provided  that  there  should  be  issued  to  the 
companies,  for  each  section  of  forty  miles  of  completed  road, 
bonds  of  the  United  States  of  $1,000  each,  payable  thirty  years 
from  date,  with  interest  at  six  per  cent. ,  payable  semi-annuall)-, 
to  the  amount  of  $16,000  per  mile.  These  bonds,  by  the  pro- 
visions of  the  bill,  were,  ipso  facto,  upon  their  delivery,  to  con- 
stitute a  first  mortgage  upon  the  roads  and  equipment  of  the 
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companies  to  secure  the  payment  to  the  U.  S.,  at  maturity,  of 
the  principal  of  the  bonds,  and  also  of  the  amounts  paid  by 
the  Government  as  interest  thereon  ;  and  the  earnings  of  the 
roads  from  the  Government,  for  telegraph  and  transportation 
services,  and  also,  after  completion,  five  per  cent,  of  the  net 
earnings,  were  to  be  applied  to  the  payment  of  the  indebted- 
ness of  the  companies  to  the  Government. 

By  the  Act  of  1884,  this  Act  was  amended  so  as  to  require 
only  one-half  of  the  compensation  earned  by  the  roads  from  the 
Government  to  be  applied  to  the  debt ;  and  also,  so  as  to  per- 
mit the  companies  to  issue  first  mortgage  bonds  on  their  roads 
and  equipment  equal  in  amount  to  the  bonds  received  from  the 
Government,  and  constituting  a  prior  lien  thereto. 

The  aggregate  amount  of  pecuniary  aid  received  by  the 
Pacific  Railroad  Companies  under  these  Acts  is  stated  by  Gov- 
ernor Pattison,  in  his  minority  report,  to  be  $447,729,470.54, — 
as  will  appear  from  .the  following  table,  compiled  from  the 
tables  given  by  him  : 

Principal  of  subsidy  bonds 8  64,623,512.00 

Interest,  at  6  per  cent.,  accrued  and  to  accrue  to 
date  of  maturity 114,261.247.50 

Use  until  maturity  of  annual  interest  payments, 
without  interest,  calculated  on  a  basis  of  six  per 
cent 199,790,250.19 

Value  of  land  grants,  sold  and  unsold 65,983.583.61 

Aid  from  other  sources 3,077,877.24 

Total $447,729,470  54 

Deducting  from  this  the  total  amount  of  the  "  aid 
from  other  sources  " 3,077,877.24 

There  remains $444,651,593.30 

Which  constitutes  the  value  of  the  land  and  money  grants 
alone.       (Rep.  pp.  134-5)- 

In  explanation  of  the  item,  "  Use  until  maturity  of  annual 
interest  payments,"  etc.,  it  is  to  be  observed  that  it  was  decided 
by  the  Supreme  Court  of  the  United  States,  in  U.  S.  vs.  U.  P. 
R.  R.  Co.,  91  U  S.,  72,  that  the  amounts  paid  by  the  Govern- 
ment on  account  of  interest  were  not  to  be  paid  back  to  the 
Government  by  the  companies  until  the  maturity  of  the  princi- 
pal of  the  bonds  ;  and  it  is  assumed  by  the  Commissioner, 
(perhaps  incorrectly,  v.  infra,  p.  19),  that  they  are  then  to  be 
repaid  without  interest, — thus  giving  to  the  companies,  for  an 
average  period  of  fifteen  j^ears,  the  use,  without  interest,  of  all 
the  moneys  paid  by  the  Government  to  their  use  on  account  of 
interest  on  its  bonds. 

The  portion  of  the  above  amount  given  to  the  Central  Pa- 
cific Company  amounts  to  $183,055,892.36,  as  will  appear  from 
the  following  table  : 

Principal  of  subsidy  bonds $  27,855,680.00 

Interest  at  6  per  cent.,  accrued  and  to  accrue 49,248,924.41 

Use  until  maturity  of  annual  interest  payments 86,118,706.71 

Value  of  land  grants,  sold  and  unsold 19.832,581.24 

Total S183,055,892.g6 


^Management  Contemplated  by   Cong? ess  and  Methods  Actually 

Pursued. ' ' 

"  Had  the  Pacific  railroads  been  built  and  managed  upon 
honest  methods,  had  the  Government  loan  been  properly  ap- 
plied, these  companies,  regarded  as  a  whole,  could  have  de- 
clared dividends  at  the  rate  of  six  per  cent,  per  annum  for  eigh- 
teen years  from  the  date  of  actual  completion  to  the  present 
time  upon  all  moneys  that  they  would  have  been  required  to 
pay  in  to  complete  and  equip  the  roads;  they  would  have  own- 
ed 2,495  miles  of  roads,  free  from  all  debt  and  worth  $124,600,- 
000,  upon  an  original  outlay  of  less  than  $34,490,381.44.  Three 
of  them,  the  Union  Pacific,  the  Central  Pacific  and  Central 
Branch,  could  have  repaid  every  cent  of  the  principal  and  in- 
terest advanced  by  the  Government  to  date,  and  could  have  re- 
duced their  charges  to  shippers  to  the  extent  of  $140,000,000,- 
000,  or  nearly  $8,000,000  a  year.  For  one  dollar  the  stockhol- 
ders would  have  realized  $1.70  in  dividends  in  eighteen  years, 
and  $1.11  in  land  sales.  The  property  would  have  been  free 
from  debt;  and  for  every  dollar  they  have  invested,  the  stock- 
holders would  have  had  in  property,  $4;  so  that  in  eighteen 
years  each  dollar  would  have  yielded  $6.18." 

"But  they  chose  dishonest  methods.  At  the  outset  they 
divided  $172,347,115  of  fictitious  capital;  they  dissipated  over 
$117,000,000  which  should  have  been  applied  to  the  payment 
of  the  principal  and  interest  of  the  Government  debt,  and  they 
taxed  shippers  to  the  extent  of  over  $140,000,000,  or  nearly 
$3,000,000  a  year  to  pay  for  the  inflation  of  the  capital  of  these 
companies,  and  for  the  vicious  practices  that  crept  into  their 
management." 

"The  Union  and  Kansas  Pacific  roads  (aided  portions) 
could  have  been  built  for  an  original  outlay  by  stockholders  of 
$17,021,488,  in  addition  to  the  Government  loan.  All  debts 
could  have  been  paid,  including  the  Government  debt,  princi- 
pal and  interest  to  December  31,  1886,  and  from  the  profits  of 
operating  the  roads,  and  from  land  sales,  aggregating  $176,- 
295,793.53,  the  stock  could  have  paid  regular  devidends  at  the 
rate  of  six  per  cent,  per  annum;  and  by  an  original  outlay  of 
$17,021,478,  which  the  law  required,  but  which  was  not  made, 
the  company  would  today  own  a  railroad  worth  at  least  $79,- 
000,000,  and  unsold  lands  worth  $14,004,240,  equalling  an 
appreciation  of  447  per  cent  in  eighteen  years,  while  shippers 
would  have  been  benefitted,  and  the  developments  of  tributary 
territory  encouraged  by  a  reduction  of  $85,130,845.49  in 
charges  for  transportation."  ' 

"  In  the  Central  Pacific  for  $16,609,203.76  01  stock  subscrib- 
ed, which  should  have  been  paid  in  conformity  with  the  act  of 
Congress,  all  debts  could  have  been  wiped  out,  including  the 


Government  debt,  principal  and  interest;  the  stock  would  have 
paid  regular  dividends  at  the  rate  of  six  per  cent,  per  annum 
and  for  the  outlay  of  $16,609,203.76  the  company  would  today 
own  a  railroad  worth  at  last  $40,000,000,  and  unsold  lands 
worth  $12,500,000,  equalling  an  appreciation  of  over  200  per 
cent  in  eighteen  years,  while  shippers  would  have  been  bene- 
fitted by  a  reduction  of  over  $54,000,000  in  the  cost  of  trans- 
portation . "     (p .    1 46 . ) 

*         *         * 

"  Because  of  the  vicious  methods  actually  pursued  by  the 
bond-aided  companies,  the  government  has  been  defrauded  of 
the  bulk  of  its  advances;  shippers  have  been  taxed  to  the 
extent  of  over  $548,000,000  and  liabilities  to  the  amount  of 
$389,517,265  have  been  heaped  upon  the  properties."    (p.  147.) 

(2)     METHODS  OF  CONSTRUCTION. 
Their  General  Character. 

The  methods  of  construction  adopted  by  the  managers  of 
the  Pacific  Railroad  Companies,  as  will  be  seen  from  the  more 
detailed  statements  given  below,  were,  in  all  cases,  substan- 
tially the  same.  All  the  roads  were  constructed  and  equipped 
under  contracts,  allowing  extravagant  compensation,  made  by 
the  directors  of  the  several  companies  with  auxiliary  construc- 
tion companies,  in  which  the  directors  were  themselves  the  sole 
parties  in  interest ;  or  —  leaving  out  of  view  the  fiction  of  inter- 
vening corporations  —  under  contracts  made  by  the  directors 
with  themselves,  under  which  their  compensation  was  fixed  at 
extravagant  rates. 

The  general  result  is  thus  described  by  the  commissioners  : 

"The  explanation  of  the  constant  and  restless  discussion  and  inquiry 
which  has  for  years  pervaded  Congress,  the  press,  and  it  may  be  said  the 
whole  people  of  the  country,  in  relation  to  these  Pacific  Companies,  is 
certainly  due  to  the  fact  that  there  exists  a  settled  conviction  that,  by  the 
application  of  ingeniously  contrived  devices  in  the  construction  and  ope- 
ration of  these  railways,  the  bounty  of  the  Government,  intended  for  the 
support,  development  and  insurance  of  the  financial  strength  of  these 
corporations,  has  been  slowly  but  surely  filtered  into  the  pockets  of  a  few 
favored  officers  and  managers,  who  have  not  scrupled  to  use  their  powers 
as  directors  and  trustees  for  their  own  personal  advantage. 

"It  was  the  purpose  of  Congress,  in  all  this,  to  provide  for  some- 
thing more  than  a  mere  gift  of  so  much  land,  and  a  loan  of  so  many 
bonds  on  the  one  side,  and  the  construction  and  equipment  of  so  many 
miles  of  railroad  and  telegraph  on  the  other.  The  United  States  was  not 
a  mere  creditor,  loaning  a  sum  of  money  upon  mortgages.  The  railroad 
corporation  was  not  a  mere  contractor,  bound  to  furnish  a  specified 
structure,  and  nothing  more.  The  law  created  a  body  politic  and  cor- 
porate, bound  as  a  trustee  so  to  manage  this  great  public  franchise  and 
endowments  that  not  only  the  security  for  the  great  debt  due  to  the 
United  States  should  not  be  impaired,  but  so  that  there  should  be  ample 
resources  to  perform  its  great  public  duties  in  time  of  commercial  disaster 


and  in  time  of  war. ' '     (p.  49) . 

' '  The  conclusion  reached  by  this  Commission,  based  upon  their  own 
examinations  of  the  officers  of  the  respective  companies,  upon  the  exam- 
ination of  the  accounts  of  the  companies  by  the  experts  of  the  Commis- 
sion, and  upon  the  report  of  the  inspecting  engineer  of  the  Commission, 
is  that,  with  a  single  exception,  to  be  presently  noted,  (the  Union  Pacific, 
since  the  spring  of  1884),  all  of  the  duties  and  obligations  above  referred 
to  have  been  constantly  and  persistently  disregarded.  The  result  is,  that 
those  .who  have  controlled  and  directed  the  construction  and  develop- 
ment of  these  companies  have  become  possessed  of  their  surplus  assets 
through  issues  of  bonds,  stocks  and  payments  of  dividends  voted  by 
themselves,  while  the  great  creditor,  the  United  States,  finds  itself  sub- 
stantially without  security  for  the  payment  of  its  loans."      (p.  50). 

These  observations  are  fully  substantiated  by  the  accounts 
of  the  methods  of  construction  pursued  by  the  managers  of 
the  several  companies,  as  detailed  in  the  report,  which  are  as 
follows  : 

Construction  of  the  Central  Pacific  R.  R.  and  Branches. 

The  management  of  this  company  has  continued  un- 
changed throughout  its  history,  except  of  late  years  by  the 
death  of  members  of  it,  and  the  substitution  of  their  personal 
representatives.  It  consisted  of  Stanford,  Crocker,  Hopkins 
and  Huntington,  who,  with  five  others,  representing  them, 
were  directors  of  the  Central  Pacific  Railroad  Company. 

.•      Main  Line  —  Sacramento  to  Ogden.      (pp.  68-76). 

The  portion  of  this  line  ftom  Sacramento  to  the  Eastern 
boundry  of  the  State  was  constructed  by  Charles  Crocker  & 
Company,  in  which  Stanford,  Crocker,  Hopkins  and  Hunting- 
ton were  equally  represented.  Under  the  construction  con- 
tracts, payments  were  to  be  made,  five-eighths  in  cash,  and 
three-eighths  in  stock,  at  50  cents  on  the  dollar,  or  by  a  subse- 
quent modification  at  30  cents  on  the  dollar. 

From  the  State  line  to  its  terminus,  five  miles  west  ot 
Ogden,  with  the  exception  of  a  small  section  of  the  road  pur- 
chased from  the  Union  Pacific  Railroad  Company,  the  railroad 
was  constructed  by  a  corporation  known  as  the  Contract  and 
Finance  Company,  which  had  succeeded  Crocker  &  Company, 
ancl  in  which  the  sole  parties  in  interest  were  the  four  directors 
named,  and  one  F.  B.  Crocker,  whose  interest  was  subse- 
quently assigned  to  the  four  other  parties.  The  terms  of  the 
contract  were  substantially  $86,000  per  mile,  one-half  payable 
in  cash,  the  other  one-half  payable  in  stock,  for  the  construc- 
tion and  equipment  of  the  road  ' '  Under  this  contract,  the 
road  was  constructed  between  the  points  indicated,  a  total  dis- 
tance of  five  hundred  and  fifty-two  miles,  at  a  cost  of 
$23,726,000  in  stock,  and  $23,726,000  in  gold." 

The  efforts  of  the  Commission  to  ascertain  the  actual  cost 
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of  construction  of  the  railroad  to  the  Contract  and  Finance 
Company  were  much  obstructed  by  the  loss  of  the  books  of 
that  company,  and  of  Crocker  &  Company;  which,  "in  the 
opinion  of  the  Commission,  were  purposely  destroyed  by 
direction  of  Stanford,  Huntington,  Hopkins  and  Crocker. 
The  evidence  on  this  point,  they  say,  appears  to  be  conclusive. " 

In  their  judgement,  however  —  which  they  regard  as  being 
very  near  the  truth,  —  "  the  actual  cost  of  construction  of  the 
Central  Pacific  Railroad,  from  Sacramento  to  Promontory 
Point,  and  the  purchase  from  the  Union  Pacific  Railroad  Com- 
pany of  47^2  miles,  a  total  distance  of  737.50  miles,  did  not 
exceed  the  sum  of  $36,000,000." 

This  conclusion  is  based  by  the  commissioners  "  on  the  ex- 
amination of  many  witnesses  as  to  the  actual  cost  of  railroad 
building  and  material  during  they  ears  of  construction,  on  the 
evidence  taken  of  the  character  of  the  country,  on  the  agreed 
price  paid  by  the  Central  Pacific  to  the  Union  Pacific  for  forty- 
seven  and  one-half  miles  of  the  road  between  Promontory 
Point  and  a  point  five  miles  west  of  Ogden,"  and,  on  "  Mr.  Stan- 
ford's admission  .  .  .  that  the  $54,000,000  of  stock  dis- 
tributed by  the  Contract  and  Finance  Company  was  substan- 
tially a  net  profit,  subject  only  to  the  liquidation  of  the 
indebtedness  of  the  Contract  and  Finance  Conpany,  not  ex- 
ceeding $3,000,000."  (Which  indebtedness  the  Commission 
are  of  the  opinion  from  the  evidence,  did  not  exist). 

The  profits  realized  on  the  whole  road  from  Sacramento  to 
Ogden  were  as  follows  : 

On  Sections  1  to  138  (Crocker  &  Co.) 

In  Cash $  8,536,015.46 

In  Bonds 100,000.00 

In  Stock 14,701,710.28 

$23,337,725.68 

On  balance  of  road  to  Ogden  (Contract  and  Finance  Co.) 

In  Cash $23,726,000.03 

In  Stock 23,726,000.C0 

$47,452,000.00 

'  370,789,725.68 

Actual  cost  of  construction.: 836,000,000.00 

Profits  realized $34,786,725.68 

The  Western  Pacific  Railroad,     (pp.  76-7). 

The  Western  Pacific  Railroad  Company  was  organized  in 
1862.  This  road,  with  the  exception  of  some  work  done  by 
previous  contractors,  was  constructed  by  the  Contract  and 
Finance  Company ,  which  received  in  payment  all  of  the  un- 
issued stock  of  the  company,  all  the  unsold  lands,  all  Govern- 
ment bonds  to  be  received,  and  all  bonds  of  the  Western 
Pac  fie  Railroad  Company  remaining  unsold. 

The  road  of  the  San  Francisco  Bay  Company,  organized  by 
Stanford,  Huntington,  Hopkins,  Charles  Crocker  and  E.  B. 
Crocker,  was  also  constructed  \>y  the   Contract  and  Finance 
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Company.  For  the  work  done,  and  materials  furnished,  it 
received  the  sum  of  $3,265,000,  of  which  amount  $2,395,000 
was  paid  in  stock  of  the  company.  This  company  was  consol- 
idated with  the  Western  Pacific  Railroad  Company  on  the  basis 
of  a  total  authorized  capital  stock  of  $10,400,000.  The  West- 
ern Pacific  Railroad  Company,  thus  consolidated,  represented 
123  miles  miles  of  railroad,  from  Sacramento  to  San  Jose,  and 
26^  miles  of  railroad  of  the  San  Francisco  Bay  Railroad  Com- 
pany, in  all,  149^  miles.  It  was  received  into  the  Central 
Pacific  Railroad,  subject  to  a  bonded  indebtedness  of 
$4,804,000,  and  with  a  capital  stock  of  $7,900,000,  which  was 
exchanged,  dollar  for  dollar,  for  stock  of  the  Central  Pacific 
Railroad. 

' '  The  actual  cost  of  construction  of  this  railway  *  *  *  is  con- 
tained in  the  books  of  the  Contract  and  Finance  Company,  and  there- 
fore, cannot  be  accurately  ascertained.  Most  of  the  construction  was 
through  a  country  which  presented  no  peculiar  difficulties,  and  it  may  be 
safely  assumed  that  the  entire  stock  converted  into  the  stock  of  the  Cen 
tral  Pacific  Railroad  Company  represented  no  contribution  whatever  of 
money  or  value,  and  that  the  cost  o£  construction  did  not  exceed  the 
bonded  and  floating  indebtedness  of  the  road."     (pp.  76-7). 

The  San  Joaquin  Valley  Railroad,     (p.  77). 

This  road  (leaving  out  of  view  the  sum  of  $30,500  charged 
to  construction  at  the  time  of  the  consolidation  of  the  Com- 
pany with  the  Central  Pacific  Railroad  Company),  was  built 
under  contract  with  the  Contract  and  Finance  Company, 
which  cannot  be  found.  The  payments  for  construction  con- 
sisted of  $6,087,000  bonds  of  the  Central  Pacific  Railroad, 
secured  by  mortgage  upon  the  San  Joaquin  branch,  dated 
October  1,  1870,  and  $2,087,000  of  the  capital  stock  of  the 
Central  Pacific  Railroad  Company. 

"These  payments  were  made  by  the  votes  of  Stanford^  Huntington, 
Hopkins  and  Crocker,  while  they  were  owners  and  controllers  of  the 
Contract  and  Finance  Company,  in  the  same  manner  as  has  been  found 
to  apply  to  all  contracts  with  the  Contract  and  Finance  Company." 

California  and  Oregon  Railroad,     (pp.  77-80). 

This  road,  from  its  intersection  with  the  Central  Pacific 
railroad  to  Redding,  was  constructed  by  the  Contract  and 
Finance  Company  —  who  received  therefor  $20,000  in  gold  and 
$30,000  in  stock  —  from  Redding  to  Delta,  a  distance  of  48.38 
miles,  by  the  Central  Pacific  Railroad  Company  ;  from  Delta  to 
the  State  line  a  distance  of  103  miles,  by  the  Pacific  Improve- 
ment Company  —  a  corporation  formed  after  the  dissolution  of 
the  Contract  and  Finance  Company,  and  in  which  Stanford, 
Huntington,  Crocker  and  the  administratrix  of  Hopkins  were 
sole  stockholders. 


"The  corsideration  for  the  construction  of  these  103  miles  of  railroad 
and  of  the  equipment,  as  stated  in  the  contract,  was  80,000  shares  of  the 
stock  of  the  Central  Pacific  Railroad  Company  ($8, 000, 000),  and 
$4,500,000  of  the  bonds  of  the  Central  Pacific  Railroad  Company.  *  * 
The  average  market  value  of  the  Central  Pacific  stock,  taken  from  actual 
quotations  from  the  New  York  Stock  Exchange,  during  the  month  of 
October,  1886,  was  $48.  At  this  rate,  the  $8,000,000  stock  was  worth  in 
cash  $3,840,000.  The  bonds  paid  the  Pacific  Improvemement  Company 
were  worth  par." 

The  actual  cost  of  this  construction,  and  of  the  equipment, 
as  shown  by  the  books  of  the  Pacific  Improvement  Company, 
was  $3,138,606.32,  to  which  is  to  be  added  for  work  to  be  com- 
pleted, $317,000,  making  the  total  cost  $3,505,  600.32. 

' '  In  addition  to  the  railroads  hereinbefore  described,  which  complete 
the  corporation  known  as  the  Central  Pacific  Railroad  Company,  a  large 
number  of  branch  and  auxiliary  lines  have  been  from  time  to  time  con- 
structed by  the  Contract  and  Finance  Company,  the  Western  Develop- 
ment Company,  and  the  Pacific  Improvement  Company.  These  roads  as 
completed  were  leased  to  the  Central  Pacific  Railroad  Company.  *  * 
To  all  these  railroads  the  bond  issue  exceeds  the  actual  cost  of  construc- 
tion. These  bonds,  though  nominally  issued  to  the  construction  com- 
panies, were,  of  course,  the  property  of  the  stockholders,  Stanford,  Hunt- 
ington, Hopkins  and  Crocker;  and  the  result  of  the  leases  was  to  compel 
the  Central  Pacific  Railroad  Company  to  pay  the  interest  of  these  bonds 
and  in  some  cases  dividends  on  the  stock."     (p.  80.) 

"In  the  following  table,  we  have  stated  the  cost  of  the  Central 
Pacific  Railroad,  as  that  corporation  exists  today,  as  determined  by  us 
from  the  evidence  offered  ;  and  also  the  consideration  paid  therefor  in 
bonds,  stock  and  cash. "     (p.  80). 


o 

j»  P  Q 

£3  5 


&3  E 
3§p 


gp  ^ 

O  ft 
3  i-i- Pi 


S-o  3 


^    2*    °    ° 

5"    «S!b-^ 

s*3'o 


on 
B  3 

p  p  p 


O 


OB  p 
n  n-a 

5.    I     fi. 


5  5' 
m  B 
-   TC 
i  w  -; 
ft  coO 

°^  3 


55  8-3 

S.5'g 

Br,g 

01 


H300B 

pH.ppP 


5  P 

•B" 

n 


M.P 

B  „ 

r?o 

B  &> 

"o 

-—►I 

orj 

n(W 

0  0 

o  B 

ft 

n  v> 

*-\  p 

r>  3; 

3  O 

rt-P 

3& 

So 

►0 

S3" 


WOO" 
r»  m  2. 
on 

S'o  B. 

3as* 


0**M 
ro  o  rb  ro 
SJfrO-B* 
p  Oi      P 

b«B 
«  c  P 


33 


3  ? 


3.      hic  3 


SO**      o 

M     ft     T     ft     OthJ 

"»£  w>d  oi 

ft    ri- 
ft's 

P 
0P 


Ol         OJ  OJ  OJ 


o  o  o      o*- 


S.1 


-./l 

tn 

-£• 

CO 

Ul 

f 

o\ 

%«.  #  2 


*£>    °  O    (0        W 


CT>0   ° 

m  b  o 

M    O    O 


—13— 

"The  result  is,  that  the  Central  Pacific  Railroad  paid  for  this  con- 
struction : 

In  cash $41,573,719.47 

In  bonds 18,713,000.00 

In  stocks 60,585,810.22 

Total  §120,872,529.69 

Total  cost  of  construction 58,301,831.85 

Leaving  Surplus  profits  of $  62,570,697.84         (p.  82). 

' '  Of  which  there  were  : 

Stocks 860,585,810.22 

Bonds 1,984.887.62  • 

Referring  to  a  similar  table  showing  the  cost  of  construc- 
tion and  the  amount  paid  for  the  leased  railroads  (which  is 
omitted),  the  Commissioners  say: 

' '  The  result  therefore  is  that  the  respective  companies  named  in  the 
table  paid  therefore: — 

In  cash %  28,686.00 

In  bonds 32,722,000.00 

In  stocks 49,005,800.00 

Total 882,756,486.00 

Total  cost  of  construction 27,216,931.00 

Leaving  surplus  profits  of 55.539,554.99"        (p.  82) 

Construction  of  Union  Pacific  Railroad  and  Branches. 

On  this  branch  of  the  subject,  the  majority  report  adopts 
"the  results  reached  by  the  Wilson  Committee  as  applicable  to 
the  construction  of  the  Union  Pacific  Railroad  between  Omaha 
and  Ogden,  a  distance  of  1,029.38  miles"  (pp.  50-1),  which 
were  in  substance  as  follows  : 

"The  Union  Pacific  Railroad  from  Omaha  to  Ogden  was  constructed 
under  three  contracts,  known  as  the  '  Hoxie  contract, '  the  '  Ames  con- 
tract, '  and  the  '  Davis  Contract, '  by  which,  through  the  intervention  of 
assignments  made  by  the  holders  of  these  contracts  to  trustees,  and 
through  the  intervention  of  a  construction  company  known  as  the  Credit 
Mobilier  of  America,  profits  derived  from  these  contracts  were  secured  to 
the  officers  and  promoters  of  the  Union  Pacific  R  ailroad  itself.  The  per- 
sons who  received  these  profits  determined  the  amount  thereof  by  their 
own  votes. 

The  result  of  these  contracts  was  as  follows  : 
Cost  to  Railroad  Company  : 

Hoxie  contract 812,974,416.24 

Ames  contract 57,140,102.94 

Davis  Contract 23,431,768.10 

Total 393,546,287.28 

Cost  to  cnotractors : 

Hoxie  contract %  7,806,183.98 

Ames  contract 27,285,141.99 

Davis  contract !..  15,629,633  62 

850,720,958.94 

$42,825,328.34 
To  this  should  be  added  the  amount  paid  Credit 
Mobilier,  on  account  of  58  miles 8  1,104,000.00 

Total  profit  on  construction 843,929,328.34 

"The  actual  cost  of  construction  under  these  three  contracts  was  sub- 
stantially equivalent  to  the  proceeds  of  the  first  mortgage  bonds  of  the 
company,  and  of  the  Government  bonds." 
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The  Kansas  Pacific  Railroad,      (pp.  54-65). 

The  Commissioners  give  a  detailed  account  of  the  financial 
operations  of  this  railroad,  which,  after  becoming  insolvent, 
was  acquired  by  Jay  Gould  ;  and  afterwards,  by  what  was 
called  by  them,  an  "extraordinary  transaction,"  consolidated 
with  the  Union  Pacific. 

The  Consolidated  Road. 

The  three  years  following  the  consolidation  were  years  of 
great  business  activity,  and  the  gross  receipts  for  the  years 
1 880- 1 883,   both  inclusive,  were   largely  increased. 

The  gross  receipts  fir  these  four  years  were $89, 273,322,32 

The  operating  expenses  fi  r  the  same  perioi 43,438,335.89 

Leaving  as  net  earnings 45,834,986.43 

The  interest  and  othtr  charges,  less  miscellaneous  receipts 

were $21,936,417,09 

Dividends  paid  during  the  same  years 15,643,448.13 

Tttal 37,579,865.22 

Leaving  to  accumulate  as  surplus 8,255,121.21 

The  Commission  caustically  reviews  the  connection  of  Mr. 
Gould  with  the  company,  which,  however,  fortunately  ceased 
in  1883.  (p.  66).  It  appears  that  by  fraudulent  manipulation 
of  the  affairs  of  the  company,  and  the  extravagant  dividends 
paid  during  the  period  of  his  connection  with  it,  "in  the  face 
of  the  very  large  and  apparantly  profitable  business  indicated 
by  the  foregoing  figures  .  .  .  the  Union  Pacific  Railway 
Company  found  itself,  early  in  1884,  on  the  verge  of  bank- 
ruptcy." (p.  67).  Since  then,  in  the  opinion  of  the  Com- 
missioners, the  company's  affairs  have  been  honestly  and  effi- 
ciently managed. 

Branch  Lines,      (pp.  65-68). 

The  branch  lines  of  the  Union  Pacific  Railroad,  in  the  opin- 
ion of  the  majority  of  the  Commissioners,  were  constructed 
with  economy,  and  were  a  source  of  revenue,  and  a  great  ad- 
vantage to  the  system,     (pp.  56). 

Construction  of  the  Central  Branch  Union  Pacific 
Railroad,     (pp.  96-102). 

' '  The  methods  employed  in  the  history  of  the  construction  of  this 
road  differ  from  those  applicable  to  the  Central  Pacific  Railroad  Com- 
pany in  this  respect :  In  the  case  of  the  Central  Pacific  Railroad  Com- 
pany, the  security  of  the  United  States  was  impaired  by  the  distribution 
0f  its  stock  without  consideration,  the  exhaustive  payment  of  dividends, 
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and  the  diversion  of  its  assets  through  construction  contracts.  In  the 
case  of  the  several  branches  of  the  Union  Pacific  Railroad  Company,  the 
result  was  attained  by  issuing  a  large  majority  of  the  first  mortgage 
bonds  without  the  payment  of  any  consideration  to  the  company."   (p.  98). 

Construction   of   the  Sioux   City    and    Pacific    Railroad. 
(pp.  102-106). 

' '  There  are  no  construction  books  and  no  vouchers  in  exis- 
tence from  which  any  information  can  be  gathered  relating  to 
the  construction  of  this  road."  (p.  102).  The  cost  of  con- 
struction and  the  amount  paid  therefor,  as  well  as  they  could 
be  ascertained  by  the  Commissioners,  will  appear  from  the  fol- 
lowing table  compiled  from  their  report : 

First  mortgage  bonds  amounted  to $1,628,000  00 

i  he  government  bonds 1,628,320  00 

Capital  stock 1,791,40.1  00 

Total S5.047.720  00 

Actual  cost  of  eonstruciion  between  S2,500,000  and. ..83,000,000  00 

Profit  on  construction,  at  least 82.047,720  00 

It  appears  from  che  minutes  of  the  company  that  the  first 
mortgage  bonds  were  divided  up  among  the  stockholders  as  a 
dividend,     (p.  103.) 

Comparison   of  Capitalization,    with   actual  cost,    of  the  Pacific 
Railroads,     (pp.  137-140). 

The  above  statements  show  how  the  assets  of  the  several 
companies  were  appropriated  by  the  managers  by  .means  of 
extravagant  construction  contracts,  with  the  evident  purpose, 
and,  possibly,  the  effect,  of  defeating  the  claims  of  the  Govern- 
ment for  the  repayment  of  the  enormous  sums  loaned  by  it  to 
the  companies.  Important,  however,  as  is  this  aspect  of  the 
case,  it  is  insignificant  as  compared  with  the  evil  effects  of 
excessive  capitalization  upon  the  interests  of  the  people  west  of 
the  Mississippi  river,  in  increasing  transportation  and  freight 
rates.  This  aspect  of  the  subject  is  dwelt  upon  at  length  by 
Governor  Pattison  in  his  report,  and  is  illustrated  by  the  tables 
prepared  by  him,  which,  though  to  some  extent  covering  ground 
already  passed  over,  are  here  given  : 

"  The  Union  Pacific  (1,038.68  miles)  was  built  for  $38,824,000,  and 
the  company  issued  bonds  and  stock  as  follows  : 

First  mortgage  bonds S  27,237,000  00 

United  States  bonds 27,236,512  00 

Land  grant  bonds 9,224,000  00 

Income  bonds 9,355,000  00 

Stock 36,762,300  00 

Total Sin9,814,812  00 

Cost  of  construction S  38,824.000  00 

Fictitious  capital %  70,990,812  00 
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"One  thing  is  evident,  after  allowing  for  discount,  the  road  was  built 
for  less  than  the  proceeds  of  the  first  mortgage  and  Government  bonds, 
which  had  a  face  value  of  $54,465,512,  the  builders  taking  as  profit  part 
of  the  proceeds  of  the  sale  of  those  bonds,  as  well  as  the  income  bonds, 
the  land  grants  bonds,  and  the  stock,  and  charging  up  on  the  books  of 
the  company  as  cost  of  construction,  $109,814,212."     (p.  137.) 

'■  The  Kansas  Pacific,  aided  portion  (393.94  miles)  was  built  for 
about  $11,800,000,  under  what  was  called  'an  exhaustive  contract,'  which 
took  all  the  bonds  and  stock  of  the  company,  amounting  to  $25,028,250, 
as  follows  : 

First  mortgage  bonds : %  6,303,000  00 

United  States  bonds 6,303,000  00 

Land  grants 1,574,750  00 

Second  land  grant 1,500,000  00 

Income 4,275,000  00 

Stock 5,072,500  00 

Total 825,028,250  00 

Cost  of  construction $1-1.800,000  00 

Fietious  capital S13,22S,250  00         (p.  138 

"The  Central  Pacific  actually  received  less  than  $760,000  in  cash  and 
bonds  on  account  of  stock  subscribed,  while  it  issued  stock  to  the  amount 
of  $54,000,000.  The  *  *  *  aided  portions  (860.66  miles)  were  built 
for  $40,000,000,  for  which  bonds  and  stock  were  issued  by  Messrs.  Leland 
Stanford,  Collis  Huntington,  Mark  Hopkins  and  Charles  Crocker,  or 
under  their  direction,  as  follows  : 

Bonds 8  70,211,680  00 

Stock 54,000,000  00 

Total  issue  of  bonds  and  stock §124,211,680  00 

Cost  of  construction 40,000,000  00 

Fictitious  capital I  84,211,630  00         (p.  138) 

"The  bonds  reduced  to  a  gold  basis,  yielded  $52,708,742.56.  So  that 
the  four  men  who  managed  that  company  profited  to  the  extent  of  over 
$12,000,000,  in  addition  to  $52,000,000  of  the  stock,  which  they  divided 
among  themselves  and  subsequently  sold  at  high  figures,  after  declaring 
to  the  amount  of  §18,453,670.00. "     (pp.  138-9.) 

"  The  Sioux  City  and  Pacific  capitalized  its  road  (101.77  miles)  in 
bonds  and  stock  to  the  amount  of  $5,047,720.00,  as  follows  : 

First  mortgage  bonds 81,628,000  00 

United  States  bonds 1,628,320  00 

Common  stock 1.791,400  00 

Total 85:047,720  03 

Cost  of  construction 2,6:0,000  00 

Profit  in  bonds 82,447,720  00 

"It  (this  company)  distributed  among  its  stockholders,  without  con- 
sideration, over  $2,400,000,  of  which  $1,628,000  was  in  first  mortgage 
bonds  and  the  remainder  in  government  bonds.  Every  stockholder  who 
paid  in  $40  received  in  return   about  $120  in  securities  and  property." 

(P-  1390 

"The  Central  Branch  Company  received  $386,700  on  account  of 
stock  issue  of  one  million.  This  road  (100  miles)  was  built  for  $2,731,-, 
347.23,  for  which  bonds  and  stock  were  issued  as  follows  : 

First  mortgage  bonds 81,600,000  00 

United  States  bonds 1,600,000  00 

Stock, 1,000,000  00 

Total §4,200,000  00 

Cost  of  construction 2,731,347  23 

Fictitious  capital ...81,468,652  77 
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"Of  the  first  mortgage  bonds,  $400,000  was  used  for  purposes  that 
no  one  has  been  able  to  explain  ;  $400,000  more  in  these  bonds  was  given 
away  as  bonus  to  stockholders  for  stock  subscriptions. 

"  It  will  be  apparent  from  these  figures  that  the  roads  (i.e.  the  Pa- 
cific Railroads  generally)  were  bonded  and  stocked  on  an  excessive  basis, 
the  profits  amounting  to  $172,347,115  going  to  construction  companies 
or  inside  combinations." 

Stock  Illegally  Issued. 

From  the  above  history  of  the  methods  of  construction 
pursued  by  the  managers  of  the  Pacific  Railroads,  it  appears 
that,  except  in  the  case  of  one  of  the  smaller  roads,  all  the 
stock  of  the  companies  was  appropriated  by  the  directors, 
under  the  construction  contracts  referred  to,  and  that  besides 
other  profits,  the  stock  thus  received  was  in  all  cases  clear 
profit.  This  was  obviously  in  contravention  of  the  second 
section  of  the  Act  of  July  2nd,  1864,  by  the  provisions 
of  which  money  only  was  to  be  received  for  any  such  assess- 
ment, or  as  equivalent  for  any  portion  of  the  capital  stock 
authorized. 

' '  The  Commission  reports  that  this  obligation  has  not  been  kept  by 
any  of  the  bond-aided  railroad  companies." 

"The  capital  stock  of  the  Union  Pacific  Railway  Company  now  out- 
standing is  $60,868,590.  On  this  amount  not  more  than  sixteen  per  cent, 
has  been  received  in  cash. 

"The  stock  of  the  Kansas  Pacific  Railroad  Company,  before  consol- 
idation, was  $9,687,900.     Of  this  amount  no  part  was  issued  for  cash. 

"  The  capital  stock  of  the  Western  Pacific  Company,  before  consoli- 
dation, was  $7,900,000.  Not  more  than  $200,000  was  received  by  the 
said  company  for  this  stock. 

' '  The  capital  stock  of  the  Central  Pacific  Railroad  Company  now 
outstanding  is  $68,000,000.  of  this  amount  not  more  than  $7,000,000 
was  issued  for  cash. 

"The  capital  stock  of  the  Central  Branch  Union  Pacific  Railroad 
Company  was  $1,000,000,  of  which  $392,225.53  was  received  in 
cash."     (P.  106) 

(3)  SUBSEQUENT  FINANCIAL  MANAGEMENT  OF  THE  PACIFIC 
RAILROADS. 

The  net  earnings  of  the  Central  Pacific,  after  deducting 
"operating  expenses,"  "interest  and  taxes  paid,"  and  "  Gov- 
ernment requirements,"  are  reported  by  the  Commission  to 
have  been  as  follows  : 

From  1863  to  the  31st  of  DecemDer,  1869 8  2,427,533  80 

From  the  1st  of  January,  1870,  to  the  31st  of  Decem- 
ber, 1873,  in  which  the  latter  year  the  first  divi- 
dend was  paid 6,575,519  32 

From  the  1st  of  January,  1871,  until  the  1st  of  Janu 
ary,  1884,  which  was  the  end  of  the  dividend-pay- 
ing period  of  the  company 52,536,916  99 

1884.  Net  income 1,484.225  24 

1885.  '•  "        1,861,63107 

1886.  "  "        2,699,210  38 

867,585,1)46  80    (pp.  88-9) . 
"  During  the  period  from  January  1st,  1874,  to  January    1st,  1SS4,  the 
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Central  Pacific  Railroad  Company  distributed  to  its  stockholders  in  divi- 
dends the  sum  of  $32,308,055.  But  little  stock  was  sold  by  Stanford, 
Huntington,  Hopkins  and  Crocker  until  1880.  Between  1873  an(i  x877 
they  were  substantially  the  only  stockholders  of  the  Central  Pacific  Rail- 
road. Nearly  the  entire  amount  of  dividends  declared  during  these  years 
was,  therefore,  received  by  these  four  persons."     (p.  87). 

The  balance  of  the  net  earnings  (35,276,001.80),  must 
have  been  used  in  construction,  either  of  the  branch  roads  or 
of  the  leased  lines  ;  both  of  which  were  bonded  by  the  parties 
named  for  amounts  in  excess  of  their  actual  value.  The 
whole  amount  of  net  earnings  must  therefore  be  regarded  as 
appropriated  by  the  directors  named. 

The  earnings  of  the  Union  Pacific  Railroad  were  as  follows  : 

The  earnings  of  the  Union  Pacific  Railroad  up  to  the 
change  in  management  in  1884  were  as  follows  : 

Gross  earnings  1870  to  1879,  inclusive $  109,017,067-79 

Operating  expenses,  sarneperiod 5  \659, 933.04 

Net  earnings 58,367,133.73  (p.  52). 

Add   net    earnings    1880-1883,   inclusive,    as    per 
Table,  supra  p.  14 45,438,986.43 

Net  earnings,  1870  to  1883,  inclusive • 8103,806,120.16 

Of  which  there  was  distributed  in  dividends: 

From  1870  to  1879 14,942,125.00 

From  1880  to  1883 15,643,448.13 

Total $30,585,573.13 


II. 

INDEBTEDNESS  OF  THE  PACIFIC   RAILROAD  COM- 
PANIES TO  THE  GOVERNMENT  AND  THEIR 
PRESENT  FINANCIAL  CONDITION. 


(1)     INDEBTEDNESS   TO    GOVERNMENT. 

The  debts  of  the  several  companies  to  the  United  States  at 
maturity  will  be  as  follows  : 

Central  Pacific  Company  : 

Principal,  including  debt  of  Western  Pacific  Co $27,855,680  00 

Int.  at  6  per  cent,  30  years— 180  pet  cent 50,140,224  00—  77,995,904  00 

Union  Pacific  Company  : 

Principal,  including  debt  of  Kansas  Pacific  Co $33,539,512  00 

Int.  at  6  per  cent,  30  years- 180  per  cent 60,371,121  60—  93,910,633  60 

Central  Branch  Union  Pacific  Company : 

Principal  of  debt $  1,600,000  00 

Int.  at  6  per  cent,  30  years- 180  per  cent 2,880,000  00—    4,480,000  00 

Sioux  City  and  Pacific  B.  B.  Company  : 

Principal  of  debt $  1.628,320  00 

Int.  at  6  per  cent,  30  years— 180  per  cent 2,930,976  00-    4,559,296  00 

Total $180,945,833  60 
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From  this  amount  the  sums  in  the  Treasury  of  the  United 
States  to  the  credit  of  the  sinking  funds  of  the  several  com- 
panies ($ ) ,  are  to  be  deducted. 

In  the  above  statement  it  is  assumed  by  the  Commissioners 
that  the  payments  made  by  the  United  States  as  interest  on 
bonds  do  not  carry  interest.  But  this  is  opposed  to  the  general 
rule  that  where  money  is  paid  to  the  use  of  another,  interest  is 
to  be  charged.  If  interest  is  chargeable,  the  debts  will  be 
increased  by  interest  at  6  per  cent  for  an  average  period  of 
fifteen  years,  amounting  in  the  aggregate  to  $83,752,071. 

(2)    LIABILITIES. 

The  bonded  debt  of  the  Central  Pacific  company,  as  consoli- 
dated, independently  of  the  debt  to  the  government,  exceeds 
the  estimated  cost  of  reproducing  all  these  roads  (except  in  the 
case  of  the  Union  Pacific)  and  is  as  follows: 

First  mortgage,  Series  A,  B,  C  and  D S  6,378,000  00 

First  mortgage,  Series  E,  F,  G,  H  and  1 19,505  00 

California  and  Oregon  first  mortgage,  Series  A  <fc  B..  11,800,000  00 

Western  Pacifi.c  Series  A 1,970,000  00 

Western  Pacific,  Series  B 765.000  0C 

Land  grant  first  mortgage 4.570,000  00 

50- vear  bonds  of  1886 7,063,000  00 

SanJoaquin  Valley   railroad 6.080,000  00 

Calitornia  state  aid 284,000  00 

.San  Francisco,  Oakland  and  Alameda.  687,000  00 

Income  bonds 3,285,000  00 


Total 862.387,000  00 

Government  lien 27,855,000  00 


Total  funded  debt 890,242,680  00 

To  which  should  be  added  interest  due  to  United 
States  on  bonds 50,140,224  00 


$140,382,904  00  (p.  24 

The  total  funded  debt  of  the  Union  Pacific  Company,  on  the  31st  day  of  December. 

1886,  exclusive  of  debt  to  the  United  States,  is S  81,969,127"  50 

Add  debt  to  the  U.  S.,  principal 533,593,521  00 

Interest 60,371,121  60—    93,910,633  0 


■9175,879,761  10         (p.  23.) 

The   bonded   debt  of  the  Central  Branch  Union  Pacific  road  is  as 

follows  : 

First  Mortgage  bonds  9  1.600,000  00 

Funding  bonds 630,000  00 

Debt  to  United  States  :    Principal •?  1.600.000  00 

Interest 2.880,000  00       4,480,000  00 


?  6,710,000  00  p.    2  i 

The  bonded   debt   of  the  Sioux   City    and   Pacific    Company   is   as 


follows  : 


First  Mortgage  bonds 9  1,628,000  00 

Debt  to  Fnited  States  :    Principal S  1,628,320  00 

Interest 2,920,976.  00       4,559,296  00 


S  6,1 87,296  00  p.  2J 

(3.)     ASSETS  OF  THE  COMPANIES. 

The  assets  of  the  several   companies,    as   reported!  by   the 
Commissioners,  are  merely  the  roads  and    equipments,  consist- 


ing  of  the  subsidized  lines,  and  the  branch  roads  afterwards 
constructed.  In  the  opinion  of  the  Commissioners,  the  value 
of  the  former  —  with  the  exception  of  the  Union  Pacific  —  is 
less  than  the  amount  of  the  first  mortgage  bonds.  The  latter 
also  are  mortgaged  to  their  full  value.  The  mortgaged  pro- 
perty theretore  constitutes  no  security  for  the  debt.  This  ap- 
pears fully  from  the  detailed  statement  given  by  the  Commis- 
sioners, which  is  as  follows  : 

The  subsidized  portion  of  the  Central  Pacific  Railroad 
extends  to  a  point  five  miles  west  of  Ogden,  Utah,  to  Sacra- 
mento, California,  a  distance  of  737.50  miles,  and  from 
Sacramento  to  San  Jose,  123.16  miles.  The  latter  line  was 
formerly  known  as  the  Western  Pacific  Railroad. 

The  Central  Pacific  embraces,  by  consolidation  of  date 
1870,  the  following  branches,  viz.:  1st,  The  San  Francisco, 
Oakland  and  Alameda  Railroad,  extending  from  Niles  to  Oak- 
land, 24.31  miles.  2nd,  The  California  and  Oregon  Railroad, 
from  Roseville,  California,  to  the  boundry  of  the  State  of 
Oregon,  296.57  miles.  3d,  The  San  Joaquin  Valley  Railroad, 
from  Lathrop  to  Goshen,  146.8  miles.  Total  mileage  of 
Southern  Pacific  Railroad,  1,357.29  miles,  of  which  860.77 
miles  are  subsidized,  and  495.52  miles  are  unsubsidized. 

The  value  of  the  Central  Pacific  Railroad  as  at  present  con- 
solidated, as  estimated  by  Col.  Morgan,  is  $110,000,000  ;  but 
"  this  estimate,  in  the  judgment  of  the  Commission,  is  excess- 
ive, and  out  of  proportion  with  the  cost  of  production  as  fixed 
by  Col.  Morgan,  which  is $50,863,540."     (p.  23). 

The  Union  Pacific  Railway  proper  consists  of  the  main  line 
from  Council  Bluffs  on  the  Missouri  River  to  a  point  five  miles 
west  of  Ogden  (1,038.35  miles),  and  of  the  railways  formerly 
known  as  the  Kansas  Pacific  and  the  Denver  Pacific,  the 
aggregate  length  of  which  is  772  miles,  of  which  only  393.94 
miles  next  west  of  the  Missouri  River  were  subsidized.  Total 
length  of  lines  1,815.57  miles,     (p.  4). 

Numerous  branch  lines  in  Kansas,  Nebraska,  Colorado, 
Utah  and  Oregon  have  been  constructed  by  this  company,  the 
mileage  of  which  exceeds  the  mileage  of  the  main  road. 

"  The  total  mileage  of  the  Union  Pacific  proper  is,  as  above 
stated,  1,832  45  ;  the  total  mileage  of  the  connecting  branches 
is  2,761.93  miles."     (p.  11). 

With  reference  to  the  latter,  "  it  is  sufficient  for  the  present  purpose 
to  say  that  the  system  is  operated  as  a  whole  ;  that  the  branches  and  the 
mam  line  are  mutually  dependent  on  each  other  for  support  and  devel- 
opment, and  that  through  this  system  they  represent  a  vastly  greater 
earning  power  than  would  either  the  branches  or  main  line  itself  were 
they  dismembered.  The  net  earnings  of  the  system  taken  for  the  past 
three  years  (by  which  term  is  now  meant  their  gross  earnings  less  their 
operating  expenses  and  taxes)  have  averaged  $9,800,000  ;  of  which  sum 
$8, 200,000  should  be  credited  to  the  parent  line,  and  $1,600,000  to  the 
branch  system. 
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"  The  actual  value  of  the  system,  as  gathered  from  Col.  Morgan's 
intelligent  examination  based  both  upon  cost  of  construction,  on  the  in- 
creased value  of  terminal  facilities  and  right  of  way,  and  also  on  a  close 
and  critical  examination  of  the  earning  power  of  the  main  line,  may  be 
approximately  stated  at  $150,000,000."     (p.  11). 

It  would  seem,  therefore,  from  the  figures  given  in  the  re- 
port, that  this  railroad,  including  branches,  must,  at  this  time, 
be  of  a  value  very  nearly  equal  to  the  Government  debt,  over 
and  above  liens  paramount  to  that  of  the  Government,  viz  : 

Value  of  road,  as  here  stated 8150,000,000  00 

Bonded  indebtedness,  exclusive  of  debt  to  United 
States  (v  p.  18,  ante) 81,969,127  00 

Net  value 868,030,873  oO 

III. 

LEGAL  REMEDIES  OF  THE  GOVERNMENT. 


These  will  be,  at  the  maturity  of  the  bonds?  to  foreclose  the 
Government  mortgages,  and  then  to  subject  the  other  assets  of 
the  company,  if  any,  to  the  deficiency  judgment. 

(1)     FORECLOSURE. 

The  original  lien  of  the  Government  extended  only  to  the 
subsidized  portions  of  the  roads  of  the  several  companies.  But 
by  the  9th  Section  of  the  Thurman  Act,  approved  May  7,  1878, 
(20  Stat.  56),  the  lien  is  extended  co  all  the  property  of  the 
companies,  from  whatever  source  derived,  and  will,  therefore, 
cover  the  branch  roads,  subject,  of  course,  to  existing  liens.1 

In  the  opinion  of  the  Commissioners  the  subsidized  portion 
of  the  Central  Pacific  from  Ogden  to  San  Jose  is  worth  less 
than  the  first  mortgage  bonds  ;  and  the  branch  roads  less  than 
the  mortgages  upon  them  at  the  time  of  their  consolidation  with 
the  main  line.  The  only  value  of  the  lien  of  the  Government 
on  this  road  will  then  consist  simply  in  the  power  it  gives  the 
Government  over  other  competitors  of  acquiring  the  road.  For 
the  collection  of  its  debt  it  must  look  to  the  other  assets  of  the 
company. 

The  same  observations  will  apply  to  all  the  other  roads, 
except  the  Union  Pacific. 

This  road,  it  appears  from  the  report,  is  worth,  in  excess  of 
all  prior  liens,  more  than  half  and  probably  not  much  less  than 
the  whole  of  the  Government  debt.  (See  ante,  p.  19.)  An 
offer  was  made  to  the  Commission,  by  the  parties  interested,  to 
pay  the  Government,  for  the  subsidized  part  of  the  road,  $35,- 


1.  In  the  opinion  of  the  Majority  Commissioners  this  provision  of  the  Act  is 
unconstitutional  and  void.  Bnt  no  valid  grounds  for  this  view  can  be  assgned  and 
the  validity  of  the  act  is.  therefore,  assumed.  The  question,  however,  is  not  very 
material.  Whether  the  original  lien  extended  to  the  branch  lines  or  not,  the  judgment 
lien  will  extend  to  them;  and,  in  the  meantime,  until  such  judgment  be  obtained,  Con- 
gress can  provide  by  appropriate  legislation  against  the  alienation  of  the  property. 
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000,000  to  extinguish  its  indebtedness  ;  and  as  the  branches 
seem  to  have  been  economically  constructed,  the  value  of  the 
whole  was  probably  greater ;  and  since  then,  assuming  the 
same  efficiency  of  administration  to  have  continued,  its  value 
has  probably  largely  increased. 

(2)     DEFICIENCY  JUDGMENTS. 

The  Majority  Commissioners  seem  to  assume  throughout 
their  report  that  beyond  the  visible  assets  of  the  Pacific  .Rail- 
road companies — that  is,  the  roads  and  their  equipments — there 
are  no  assets  from  which  the  Government  debts  or  any  part  of 
them  can  be  collected  ;  and  this  view  seems  to  prevail  almost 
universally  with  the  public. 

With  regard  to  the  Union  Pacific  Company  and  the  minor 
companies,  the  opinion  is  possibly  correct ;  for  the  managers  of 
those  companies — with  a  juster  appreciation  of  the  resources 
of  the  law  than  seems  to  have  characterized  the  managers  of 
the  Central  Pacific — lost  no  time  in  realizing  the  fruits  of  their 
fraudulent  management  and  retiring  from  participation  in  the 
affairs  of  the  company.  They  were  doubtless  originally  respon- 
sible to  the  companies,  but  many  of  them  have  probably  become 
insolvent,  and  those  who  are  solvent  may.  be  protected  as- 
against  the  company,  and  consequently  also  as  against  the  Gov- 
ernment, by  the  statute  of  limitations. 

The  Central  Pacific  Company. 

But  with  regard  to  the  Central  Pacific  Company,  there  is 
no  room  to  doubt  that  the  whole,  or  at  least  the  greater  part, 
of  the  amount  due  to  the  Government  from  this  company,  as 
reported  by  the  Commissioner — $7^,995,904 — can  be  collected. 
(Supra,  p.  18).1 

The  management  of  this  company  has  continued  substan- 
tially unchanged  throughout  its  history.  It  originally  con- 
sisted of  Stanford.  Crocker,  Hopkins  and  Huntington  ;  and  it 
now  consists  of  the  last  named  gentleman  and  the  personal 
representatives  of  the  others,  and  Mr.  Huntington  and  the 
estates  of  the  others  are  still  in  possession  of  the  assets  of  the 
company,  fraudulently  appropriated;  and  profits  fraudulently 
realized  by  them,  out  of  their  trust ;  and  it  is  probable  that  their 
estates  are  sufficient  to  satisfy  the  Government  indebtedness. 

The  sole  question  to  be  considered,  therefore,  is  as  to  their 
personal  liability  ;  and  that  this  question  must  be  answered  in 
the  affirmative  is  equally  clear. 

As  to  the  facts,  it  is  established  beyond  question  by  the 
reports  of  the  Commission  that  these  gentlemen  by  contracts 
made  with  themselves,  and  by  other  fraudulent  methods,  have 

1.  This  observation  is  made  on  the  assumption  that  no  change  has  taken 
place  in  the  management  since  the  date  of  the  report.  1887. 


—23— 

appropriated  the  whole  of  the  assets  of  the  company,  and 
that  this  was  done  with  the  fraudulent  intent  of  defeating  the 
collection  of  the  debt  due  from  the  company  to  the  Govern- 
ment. They  are,  therefore,  liable  to  the  company,  as  in  every 
case  of  actual  fraud  ;  and,  independently  of  the  doctrine  of 
actual  fraud,  they  come  directly  under  the  familiar  principle 
that  "  where  a  trustee  or  other  person  standing  in  a  fiduciary 
character  makes  a  profit  by  means  of  any  transaction  within 
the  scope  of  his  agency  or  authority,  that  profit  belongs  to  the 
cestui  que  trust,  and  he  is  precluded  from  making  any  profit 
which  can  only  redound  to  his  own  benefit."  (2  Spence's  Eq. 
Jur.  945.) 

Upon  this  point  it  will  be  sufficient  to  cite  the  opinion 
of  the  Supreme  Court  of  the  United  States  in  the  case  of  the 
U.  S.  vs.  The  U.  P.  JR.  R.  Co.,  98  U.  S.  609-10,  where  the 
precise  question  was  presented  : 

' '  The  substance  of  the  charge  is,  that  the  board  of  directors  of  the 
railroad  company  made  contracts  for  building  the  road,  and  for  running 
the  Pullman  cars  on  it,  and  for  mining  its  coal  lands  and  purchasing  the 
coal  so  mined,  which  were  a  fraud  upon  the  company  ;  that  these  con- 
tracts allowed  exorbitant  prices  for  work  done  and  material  furnished  ; 
that  otherwise  they  were  very  advantageous  to  the  other  contracting 
parties  and  injurious  to  the  company  ;  that  in  all  of  them  the  directors, 
or  a  controlling  majority  of  them,  were  interested  adversely  to  the  com- 
pany ;  that  in  fact  they  were,  in  the  name  of  the  company,  making  con- 
tracts with  themselves  as  the  other  party.  In  short,  it  may  be  taken  for 
granted  that,  if  these  allegations  are  true,  as  they  must  be  held  on 
demurrer,  frauds  more  unmitigated  than  those  set  forth  in  this  bill  were 
never  perpetrated  on  a  helpless  corporation  by  its  managing  directors. 

' '  That  these  frauds  are  such  as  a  court  of"  equity  would  relieve  in  a 
proper  case,  may  be  seen  in  the  opinion  of  the  Circuit  Court  for  the  Ne- 
braska district,  in  a  suit  growing  out  of  the  Wyoming  Coal  Compony's 
contract.      Wardett  y».  The  Union  Pacific  Co.,  4  Dill.  330."   . 

The  attempted  justification  of  their  fraudulent  conduct  by 
the  directors  of  the  Central  Pacific  simply  serves  to  bring  out 
more  strongly  the  applicability  of  the  rule  in  question.  We 
quote  from  a  written  argument  filed  on  their  behalf  before  the 
Pacific  Railroad  Commission,  and  referred  to  by  the  President 
in  his  message  transmitting  the  report : 

"  It  is  said,"  say  the  authors  of  this  argument,  "  that  they  (the  direc- 
tors) violated  a  well  known  rule  of  equity  in  dealing  with  themselves. 
That  they  were  trustees  and  that  they  were  representing  both  sides  of  the 
contract. ' ' 

(But)  "  when  it  is  said  that  they  were  trustees,  if  they  did  occupj- 
such  relations,  it  was  merely  technical,  for  they  represented  only  their 
own  interests  on  both  sides — there  being  no  one  else  concerned  in  the 
transaction.  They  became  the  incorporators  of  the  company  that  was 
to  build  the  road  :  subscribed  for  its  stock  and  were  the  only  subscribers. 
Therefore,  it  is  difficult  to  see  how  any  one  was  wronged  by  their  action. 
The  rule  of  equity  invoked,  which  had  its  origin  in  the  injunction,  'No 
man  can  serve  two  masters,'  certainly  did  not  apply  to  them,  because 
they  were  acting  in  their  own  interests  and  were  not  charged  with  the 
duty  of  caring  for  others'  rights,  there  being  no  other  persons  interested 
in  the  subject  matter." 
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The  attempted  justification,  however,  ignores  the  principle 
that  the  corporation  represents  the  interests  of  its  creditors  as 
well  as  those  of  its  stockholders,  and  lhat  the  former  are  even 
paramount  to  the  latter.  Hence  the  directors  are  trustees 
directly  of  the  company  and  indirectly  of  its  creditors  as  well 
as  its  stockholders. 

It  is,  therefore,  well  said  by  the  President  : 

' '  When  the  relations  created  between  the  Government  and  the  com- 
panies by  the  legislation  referred  to,  are  considered,  it  is  astonishsng  that 
the  claim  should  be  made  that  the  directors  of  these  roads  owed  no  duty, 
except  to  themselves,  in  their  construction  ;  that  they  need  regard  no 
interests  but  their  own,  and  that  they  were  justified  in  contracting  with 
themselves  and  making  such  bargains  as  resulted  in  conveying  to  their 
pockets  all  the  assets  of  the  company.  As  a  lienor  the  Government  was 
vitally  interested  in  the  amount  of  the  mortgage,  to  which  its  security 
has  been  subordinated. ' ' 

'•  The  doctrine  of  complete  independence  on  the  part  of  the  directors 
of  these  companies  and  their  freedom  from  any  obligation  to  care  for 
others'  interests  than  their  own  in  the  construction  of  these  roads,  seems 
to  have  developed  the  natural  consequences  of  its  application,  portrayed 
in  the  majority  report  of  the  Commissioners." 

By  the  construction  contracts,  above  referred  to,  the  direct- 
ors received,  in  addition  to  other  profits,  the  whole  of  the  stock 
of  the  company.  This  was  directly  in  contravention  of  the 
second  section  of  the  Act  of  1864,  and  under  that  Act  and  the 
general  law,  independently  of  the  ground  of  fraud,  the  holders  of 
the  stock  are  liable  to  be  assessed  ior  its  whole  value,  and  under 
a  well  settled  and  familiar  practice  in  equity,  any  competent 
court  can  make  the  assessment  at  the  suit  of  the  Government, 
or  any  judgment  creditor. 

Upon  this  stock  there  was  distributed  by  Stanford,  Hop- 
kins, Huntington  and  Crocker  to  themselves  and  the  stock- 
holders, in  dividends  the  sum  of  $32,308,055.  (p.  18,  supra). 
In  making  these  dividends  no  provision  was  made  for  the  pay- 
ment of  the  debt  to  the  United  States,  but  the  evident  purpose 
was  to  defeat  this  indebtedness  and  thus  defraud  the  Govern- 
ment. This  amount,  therefore,  may  be  recovered  both  on 
the  ground  of  fraud,  and  on  the  ground  that  the  stock  was  held 
by  the  stockholders  as  constructive  trustees  of  the  company, 
and  that  the  dividends  also  inured  to  its  benefit  and  were  held 
upon  a  like  trust. 

In  addition  there  are  many  other  instances  given  by  the 
Commissioners  of  misappropriation  of  the  assets  of  the  com- 
pany. The  books  show  the  receipt  by  Stanford  and  Hunting- 
ton of  the  sum  of  $4,818,335.67,  for  which  no  vouchers 
appear.  This,  in  the  opinion  of  the  Commissioners,  was  used 
for  the  purpose  of  influencing  legislation  and  other  improper 
purposes,  (p.  84.)  Stanford  and  Huntington  are  responsible 
for  it.  The  directors  of  the  Central  Pacific,  in  conjunction 
with  those  of  the  Union  Pacific,  also  paid  in  subsidies  to  the 
Pacific  Mail  Steamship  Company  the  sum  of  $4,000,000  ;  an 
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illegal  expenditure  for  which  they  are  liable.  Stanford, 
Crocker,  Hopkins  and  Huntington,  together  with  Mills  and 
Tevis,  also  received  in  the  year  1869  upon  a  contract  made  by 
them  as  directors  with  Wells,  Fargo  &  Company,  one- third  of 
of  the  capital  stock  of  that  company,  (which  was  $5,000,000), 
which  stock  has  ever  since  paid  dividends  at  the  rate  of  eight 
per  cent,  per  annum,  (p.  83s)  and  of  which  their  share,  with 
accretions  to  date,  cannot  probably  be  worth  less  than  $5,000,- 
000.  The  total  amonnt  of  the  assets  of  the  company  misap- 
propriated b3^  them  will  then  be  as  follows  : 

Profits  of  construction  contracts 858.301,831.85 

Dividends 32,308,055.00 

Miscellaneous : — 

Cash  received  for  which  ther^  are  no 

vouchers 84,818,355.67 

One-half  cash  paid  to  Steamship  Co 2,OJO,000.00 

Value  of  Wells,  Fargo  &  Co.  stock 5,000,000.00    11,818,355.67 

Total ...8102,428,242.52 

In  the  above  table  the  stock  is  charged  to  the  directors  at 
par,  but  if  charged  to  them  at  its  market  value  when  received, 
with  interest,  it  would  amount  to  much  more.  Nor  does  this 
table  exhibit  all  of  the  indebtedness  of  the  company  on 
account  of  misappropriated  assets,  but  simply  those  which  the 
Commissioners  were  able  or  deemed  it  necessary  to  trace.  The 
funds  and  assets  of  the  company  were  used  in  many  other 
ways  by  the  directors  as  their  own  ;  and,  among  other  grand 
operations,  they  constructed  long  lines  of  railroad  which  were 
leased  to  the  Central  Pacific  at  exhorbitant  rates,  ($3,490,828 
per  annum,  being  13  per  cent  on  the  inflated  amounts  at 
which  these  roads  were  capitalized;  p.  143).  So  that  if 
fully  investigated  the  indebtedness  of  the  directors  to  the  com- 
pany would  be  greatly  in  excess  of  the  amount  stated  by  the 
Commissioners.  Bu1",  as  this  amount  is  more  than  sufficient  to 
satisfy  the  indebtedness  of  the  Government,  it  is  needless  to 
pursue  the  subject  further. 


SPB.EOH      • 

-     '  OF 

HON.    GROVE    L.    JOHNSON. 


The  House  being  in  Committee  of  the  Whole  on  the  state  of  the  Union,  and 
having  tinder  consideration  the  bill  (H.  R.  8189)  to  amend  an  act  entitled 
"An  act  to  aid  in  the  construction  of  a  railroad  and  telegraph  line  from  the 
Missouri  River  to  the  Pacific  Ocean,  and  to  secure  to  the  Government  the  use 
of  the  same  for  postal,  military,  and  other  purposes,"  approved  July  1, 1863, 
also  to  amend  an  act  approved  July  2,  1864,  and  also  an  act  approved  May  7; 
1878,  both  in  amendment  of  said  first-mentioned  act,  and  other  acts  amenda- 
tory thereof  and  supplemental  thereto,  and  to  provide  for  the  settlement  of 
claims  growing  out  of  the  issue  of  bonds  to  aid  in  the  constructio  n  of  certain 
railroads,  and  to  secure  the  payment  of  all  indebtedness  to  the  United  States 
of  certain  companies  therein  mentioned — 

Mr.  JOHNSON  of  California  said: 
*4     Mr /Chairman:  It  is  related  that  there  were  two  men  in  the 

wilds  of  North  Carolina  who  had  grown  up  to  manhood  there, 
i  never  had  been  away  from  home,  knew  nothing  of  the  riches  of 
|    other  countries  or  of  civilization.     Impelled  by  a  desire  to.increase 

their  knowledge,  it  is  stated  that  they  took  their  blankets  and 

*  stared  off  to  find  new  fields.  They  walked  down  the  mountains 
and  over  the  plains,  and  finally  came  to  two  parallel  lines  of  iron, 
as  they  thought,  nailed  upon  wood,  of  which  they  knew  nothing 

J  and. could  imagine  nothing.  They  walked  along  for  a  time,  and 
it  became  evening,  and  they  were  sleepy.     They  walked  to  the 

*  bank*adjaceht,  spread  their  blankets,  and  went  to  sleep.     Shortly 

*  there  came  along  an  exiiress  train,  somewhat  behind  time,  and  as 
it  came  rumbling  and  roaring  and  thundering  down  the  grade  it 
•awakened  one  of  these  men,-and  as  he  looked  up  he  saw  the  head- 
' light  Of  the  locomotive  making  everything  light  and  turning  night 

into  day,  and  as  it  passed  him,  with  its  clattering  noise,  seeming 
powerful  enough  to  wake  the  dead,  and  when  he  saw  the  fireman, 

*  grimy  and  enlarged  by  the  reflection,  with  the  furnace  door  wide 
open, *the  sparks  flying,  the  coals  dropping,  the  fire  roaring,  and 

*hear,d  the  whistle's  shrill  shriek,  he  grasped  the  man  with  whom 
'he  had  walked  and  said,  "Sam,  the  devil  is  moving  hell,  and  here 
is  the  first  load! "     [Laughter.] 

So,  Mr.  Chairman,  there  are  men  in  this  Congress  who,  when- 
ever anything  is  presented  here  touching  the  Pacific  railroads, 
a#wake  from  a^sleep,  grasp  their  neighbors,  and  exclaim,  "Hunt- 
ington is  moving  the  United  States  Treasury,  and  this  is  the  first 
load!"  ;[Laughter.]  They  do  not  seem  to  realize  that  this  matter 
should  be  discussed  in  a  business  way.  They  do  not  seem  to 
realize  "that  the  question  for  consideration  is  how  the  United 
States  of  America  shall  get  back  the  money  it  ha«  invested  in  this 
Pacific  Railroad  enterprise.  As  to  the  construction  of  the  roads, 
Thave  not  time  to  speak  now,  nor  of  the  motives  of  the  men  who 
built  them,  nor  of  the  work  that  they  did,  nor  of  how  the  whole 
subject  was  considered  by  Congress  at  that  time.  I  hope  to  be 
aBle,  in  extending  my  remarks,  to  say  something  on  that  subject. 
?     2554~  3 
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I  will,  however,  say  a  word  now  about  the  land  grants  of  which 
we  have  heard  so  much.  More  than  twenty  other  railroads  in 
the  United  States  have  received  greater  land  grants  than  did  the 
Pacific  railroads.  It  must  also  be  remembered  that  the  land 
granted  was  absolutely  valueless  until  the  road  was  built.  Hence 
the  land  grant  so  much  discussed  becomes  of  very  small  moment 
in  deciding  upon  the  bill  before  us. 

Mr.  Chairman,  when  we  are  called  upon  to  settle  the  question 
as  to  what  the  United  States  shall  get  out  of  its  second  mortgage, 
which  is  the  only  matter  before  us,  we  are  met  by  the  gentleman 
from  Louisiana  [Mr.  Boatner]  and  other  gentlemen  with  this  old 
talk  that  the  men  who  built  these  roads  made  money.  All  right; 
suppose  they  did  make  money.  They  did  only  what  everybody 
else  would  do  if  they  had  had  the  chance.  Just  imagine !  If  these 
gentlemen  who  now  denounce  so  fiercely  the  men  who  built  the 
Pacific  railroads  had  only  been  in  their  positions  at  the  inception 
of  that  enterprise,  how  differently  they  would  have  acted.  Sup- 
pose some  of  the  gentlemen  from  the  great  State  of  California 
who  are  members  of  this  Congress,  and  who— especially  one  of 
them — fight  this  railroad  question  at  all  times  and  without  re- 
gard to  sense  or  reason  [laughter]  — suppose  that  some  of  those 
gentlemen,  in  connection  with  the  gentleman  from  Louisiana  [Mr. 
Boatner]  and  the  gentleman  from  Wisconsin  [Mr.  Cooper]  ,  who 
out-Heroded  Herod  in  the  last  Congress  in  denunciation  of  those 
who  constructed  these  roads — suppose  they  had  been  engaged  in 
that  great  work. 

Suppose  that  they  had  built  the  road,  and  after  they  had  com- 
pleted it,  seven  years  ahead  of  time,  they  had  come  together,  and 
when  the  last  spike  had  been  driven  at  Promontory  Point,  and 
when  all  the  nations  of  the  earth  were  rejoicing  that  we  had  suc- 
ceeded in  binding  together  the  East  and  the  West,  the  waters  of  the 
Atlantic  and  the  waters  of  the  Pacific,  I  suppose  that  just  the 
moment  these  gentlemen  had  finished  the  work  they  would  have 
started  for  Washington,  they  would  have  invaded  the  East  Room 
of  the  White  House,  they  would  have  presented  themselves  before 
the  then  President  of  the  United  States  (that  silent  man  and  silent 
general  whose  memory  we  all  honor) — they  would  have  presented 
themselves  before  him,  and  the  gentleman  from  Louisiana,  or  per- 
haps the  gentleman  from  the  Fourth  district  of  California,  or  the 
gentleman  from  Wisconsin,  would  have  been  the  spokesman,  and 
he  would  have  said: 

' '  Mr.  President,  we  have  built  this  road,  and  we  have  built  it  seven 
years  ahead  of  time,  but  we  find  that  by  some  strange  miscalcula- 
tion we  have  made  some  money  out  of  it.  [Laughter.]  We  have 
made  some  legitimately,  and  we  have  gobbled  ail  we  could  get,  and, 
on  the  whole,  we  have  made  a  good  deal  of  money.  We  have  kept 
every  agreement  we  have  made  with  yon;  we  have  built  the  road 
as  you  wanted  it  built;  your  Government  directors  and  your 
Government  commission  have  inspected  and  accepted  the  road; 
we  have  kept  every  part  of  our  contract,  but,  mirabile  dictu,  we 
have  made  money,  and  our  consciences  will  not  permit  us  to  retain 
it;  so  we  come  now  to  pour  it  back  into  the  Treasury  of  the 
United  States."     [Laughter.] 

That,  doubtless,  is  what  these  gentlemen  would  have  said  and 

done.    The  gentleman  from  Wisconsin  [Mr.  Cooper]  might  have 

said  that  he  would  like  to  have  some  of  the  money  saved  for  the 

improvement  of  the  harbor  of  Manitowoc.    [Laughter.]    Thegen- 
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tleman  from  the  Fourth  district  of  California  [Mr.  Maguire] 
would  probably  have  expressed  a  desire  to  have  some  of  it  appro- 
priated for  the  propagation  of  the  doctrine  of  the  single  tax. 
[Laughter.]  And  the  gentleman  from  Louisiana  [Mr.  Boatner] 
might  have  asked  for  some  to  pay  the  expenses  of  his  contested  elec- 
tions. [Laughter.  ]  Some  of  it  might  have  gone  in  the  interest  of 
my  colleagues  to  Petaluma  Creek,  and  some  to  building  a  public 
building  at  Oakland,  Cal.  [Laughter.]  But  the  balance  would 
certainly  have  been  covered  into  the  Treasury  of  the  United  States. 
[Laughter.] 

Now,  Mr.  Chairnian,  would  those  gentlemen  really  have  done 
that?  Why,  if  Adolph  Sutro,  who  has  been  bombarding  Congress 
with  letters  on  this  subject,  or  if  that  blackmailer,  Hearst,  who 
runs  the  Examiner  in  San  Francisco,  had  been  connected  with 
this  great  enterprise,  they  would  not  only  have  made  all  the  money 
that  the  other  men  made,  but  they  would  have  brought  the  Gov- 
ernment itself  into  contempt  and  ruin,  and  would  have  usurped  the 
entire  control.  [Laughter.]  But,  Mr.  Chairman,  the  real  ques- 
tion for  us  to  consider  is,  How  shall  we  get  back  our  money?  It 
is  purely  a  business  question  with  us.  Abuse  of  the  men  who 
built  the  roads,  animadversion  upon  their  motives,  or  denuncia- 
tions of  their  acts  will  not  avail  us.  We  must  deal  with  the  mat- 
ter as  it  is  in  1897.  Our  ancestors  made  the  mistakes,  if  any  were 
made,  that  resulted  in  the  present  status  of  the  case. 

Now,  there  are  three  ways  to  deal  with  this  question.  The  first 
is  to  sell  these  roads  under  foreclosure  to  the  highest  bidder;  the 
second  is  for  the  Government  to  take  the  road  and  run  it;  the 
third  is  to  extend  the  time  for  the  payment  of  the  indebtedness. 
I  apprehend  that  everybody  in  this  House  is  opposed  to  the  Gov- 
ernment ownership  of  railroads.  Every  speaker  so  far  has  de- 
nounced it.  No  sound  argument  can  be  presented  in  its  favor. 
We  can  eliminate  that  factor  from  the  problem.  The  next  ques- 
tion, then,  is,  Shall  we  foreclose?  If  we  foreclose,  how  much  shall 
we  get?  Who  will  bid?  1  do  not  ask  any  of  these  gentlemen  from 
California  to  answer  that  question,  because  they  are  all  wealthy, 
and  if  they  did  not  have  the  money  themselves  they  could  call 
upon  the  committee  of  fifty  in  San  Francisco  and  get  the  money 
from  them — from  Sutro  or  from  Hearst — and  thus  they  could  bid 
on  this  property.  [Laughter.]  But  I  ask  gentlemen  from  other 
parts  of  the  United"  States,  who  would  bid  in  these  properties  if 
they  were  offered  at  auction?  Name  somebody.  Name  some  cor- 
poration or  some  body  of  individuals  that  would  or  could  make 
such  a  bid.  There  are  just  three  parties  that  could  bid.  One 
would  be  the  United  States.  The  United  States  could,  of  course, 
bid,  could  pay  off  the  first  mortgage,  and  then  carry  on  the  rail- 
roads. Butnobody  wants  that  to  be  done.  The  Vanderbilts  could 
bid,  because  they  own  a  line  of  road  leading  into  Omaha.  But 
they  say  they  do  not  want  the  property.  The  only  other  parties 
that  could  bid  would  be  the  same  men  who  now  control  the  Cen- 
tral Pacific  and  the  Union  Pacific  roads.  They  might  bid  the 
property  in  at  their  own  price,  and  thus  get  rid  of  paying  the  debt 
due  to  the  Government. 

If  the  men  who  control  the  Central  Pacific — the  men  who  have 
been  roundly  abused  indirectly  and  directly  upon  the  floor  of  this 
House  (and  who  are  abused  by  men  who  are  here  lobbying  in 
this  House  to-day  as  ex-members  of  Congress  against  this  bill)  — 
if  those  men  should,  at  foreclosure  by  the  United  States,  bid  in 
2554 


8 

this  property,  what  could  hinder  them  from  so  doing?  Who  could 
outbid  them?  And  then  what  "would  they  do?  If,  when  this  prop- 
erty were  put  up  at  auction,  they  should  undertake  to  bid  it  in,  who 
could  bid  against  them?  Nobody  on  earth.  You  all  know  that 
no  corporation  could  be  formed  to  bid  against  them,  for  corpora- 
tions of  that  magnitude  are  not  easily  formed,  especially  tofight 
other  corporations,  and  no  individual  has  sufficient  means  to 
undertake  the  job.  They  would  bid  only  enough  to  pay  the  first 
mortgage.  Any  opposing  bidder,  if  such  could  be  found,  would 
bid  no  more,  for  by  an  expenditure  of  that  amount  they  could 
parallel  the  road  with  a  new  line  with  less  bridges,  lower  grades, 
easier  curves,  and  straighter  line.  No  new  corporation  would 
buy  an  old  road  at  a  greater  sum  than  they  could  build  a  new 
one.  Hence  there  would  practically  be  no  competition  at  the  sale. 
The  testimony  taken  before  the  Railway  Commission  and  the 
statements  made  before  our  committee  were  to  the  effect  that 
these  roads  could  be  duplicated  for  less  than  the  amount  of  the 
first  mortgage  upon  them.  Sixty-one  million  dollars  in  round 
numbers  is  the  amount  of  the  first  mortgage  upon  both  roads;  and 
the  roads  could  be  duplicated  for  that  amoimt.  The  Central  Pacific 
road  could  be  duplicated  for  less  than  the  amount  of  the  first  mort- 
gage upon  it.  Who,  then,  would  bid?  Who  could,  as  a  safe  busi- 
ness proposition,  bid  against  the  railroad  people  who  are  in  posses- 
sion of  the  property,  and  who  by  purchase  can  rid  themselves  of  a 
large  debt.  Every  dollar  less  than  the  amount  due  the  United 
States  that  these  companies  could  secure  the  roads  for  at  forced 
sale  would  be  that  much  clear  gain  and  the  Government's  loss. 

Did  any  of  you  ever  have  a  second  mortgage  on  a  man's  prop- 
erty? If  so,  when  the  second  mortgage  became  due  and  you 
found  that  the  property  would  not  sell  for  enough  to  pay  the  first 
mortgage,  did  you  foreclose  and  sell  simply  for  the  purpose  of 
enabling  your  lawyer  to  make  some  money?  Such  would  be  the 
inevitable  result  of  foreclosure  in  this  case.  Whoever  buys  these 
roads  at  foreclosure  sale  must  of  course  purchase  subject  to  the 
first  mortgages,  and  that  amount  is  gigantic  of  itself.  No  per- 
sons could  overbid  the  men  who  now  control  these  companies 
except  the  United  States.  If  the  Government  overbid,  it  must, 
like  an  individual,  pay  the  first  mortgage,  and  that  means  taking 
§61,000,000  from  an  already  depleted  National  Treasury  to  engage 
in  the  unwise  policy  of  Government  ownership  and  management 
of  railroads. 

Therefore  it  seems  to  me  that  from  a  business  point  of  view  a 
sale  under  foreclosure  proceedings  would  be  of  no  advantage,  but 
a  positive  loss  to  the  Government.  All  agree  that  a  sale  under 
foreclosure  would  result  in  losing  at  the  very  least  one-half  of 
the  debt  due  the  United  States  unless  the  Government  bid  the 
property  in.    None  of  us  wish  to  lose  this  amount  of  money. 

The  next  question  is — and  this  I  understand  to  be  the  agree- 
ment of  all  who  have  spoken — whether  or  not  this  debt  should  be 
extended.  Gentlemen  do  not  oppose  the  proposition  for  extension 
as  a  matter  of  principle,  but  only  as  to  its  details.  It  is  said  that 
the  Government  ought  to  get  a  larger  rate  of  interest.  Let  us 
examine  that  question.  Every  man  knows  that  a  railroad  is  valu- 
able only  for  the  money  that  it  can  make;  it  is  of  no  value  for  any 
other  purpose.  Everyone  knows  that  a  railroad  company  can 
only  r>ay  its  debts  out  of  its  earnings.  Everyone  knows  that  the 
United  States  Government  itself  could  not  pay  its  debts  if  they 
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were  all  presented  at. once.  A  railroad  company  in  debt  is  not  in 
a  different  position  from  anybody  else,  nation,  corporation,  or 
individual,  who  is  indebted.  '  There  is  not  a  bank  in  the  United 
States,  except  one,  I  believe,  that  could  pay  its  debts  if  they  were 
all  presented  at  once.  There  is  not  a  bank  in  California  (and  it 
is  the  greatest  State  in  the  Union ,  as  you  all  know) — and  it  has 
some  Congressmen  who  are  bank  directors — there  is  not  a  bank  in 
California  that  could  pay  its  debts  if  they  were  presented  all  at 
once.  These  railroad  companies,  then,  are  in  no  worse  condition 
than  the  United  States  Government  or  the  banks  or  the  general 
people.  The  question  being,  How  shall  we  extend  their  indebted- 
ness? its  solution  depends  solely  upon  the  ability  of  the  railroad  com- 
panies to  comply  with  our  conditions  and  to  pay  us  our  debt  from 
their  only  source  of  revenue,  their  earnings.  If  we  agree  to  extend 
the  indebtedness,  clearly  we  can  do  nothing  but  impose  such  terms 
as  they  can  comply  with.  What  is  the  good  of  calling  upon  a  man 
to  pay  $1,000,000  when  he  can  not  do  it?  What  is  the  good  of  ask- 
ing a  man  to  pay  6  per  cent,  or  5  per  cent,  or  4  per  cent  interest 
upon  his  debt  due  us  when  he  can  not  do  it?  Therefore,  in  making 
terms  with  these  railroad  companies,  we  should  look,  as  I  have 
before  said,  solely  at  their  earning  capacity?    Is  that  not  true? 

Now,  the  question  is,  What  is  the  earning  capacity  of  these 
roads?  What  are  the  net  earnings  of  the  railroads?  It  will  not 
do  for  us  to  assume  that  the  gentleman  from  Missouri  is  correct 
when  he  says  that  the  net  earnings  of  the  railroad  companies  are 
the  amounts  that  they  receive  over  and  above  their  operating  ex- 
penses. Those  are  not  net  earnings.  The  net  earnings  of  a  rail- 
road company  are  the  earnings  that  they  have  to  apply  to  a  reduc- 
tion of  their  indebtedness  or  payment  of  dividends  after  they  have 
paid  all  of  their  fixed  charges,  including  interest  upon  their  debts. 
The  Central  Pacific  road — and  I  speak  of  that  because  I  am  more 
familiar  with  it — the  Central  Pacific  road  for  the  last  five  years 
has  had  an  average  of  §291,967  as  a  surplus  applicable  to  the  pay- 
ment of  our  indebtedness,  and  that  is  all.  Is  that  too  much  to 
leave  for  emergencies  that  frequently  arise?  In  the  committee's 
estimate  of  the  amount  to  be  paid  by  these  companies  we  have  put 
an  item  for  payment  of  interest  at  4  per  cent  upon  their  first- 
mortgage  indebtedness.  Is  this  correct?  Should  we  estimate  that 
they  can  refund  their  old  debt  at  4  per  cent?  I  do  not  think  so. 
Money  is  not  plentiful  for  railroad  corporations  at  such  a  low  rate 
of  interest.  1  think  they  wotild  have  to  pay  at  least  4*  per  cent, 
and  if  so,  that  will  use  up  all  of  the  surplus  and  consume  all  the 
earnings  of  these  roads.  We  are  estimating  the  earnings  upon  the 
figures  as  given  by  the  officers  of  the  Central  Pacific. 

Now,  it  may  be,  as  has  been  intimated,  that  they  lied.  But,  Mr. 
Chairman,  let  us  consider  the  facts  for  a  moment.  When  the 
gentlemen  insinuate  that  the  officers  of  these  roads,  in  their  state- 
ments made  under  oath  to  the  officers  of  the  Government,  are 
lying,  they  are  simply  having  a  reflex  of  their  own  minds,  it  seems 
to  me.  We  must  assume  that  they  tell  the  truth  to  the  stock- 
holders and  to  themselves.  Men  may  lie  on  the  outside,  especially 
when  engaged  in  business  which  would  make  such  a  system  profit- 
able. But  when  they  are  dealing  with  themselves,  it  is  to  be 
assumed  that  they  will  at  least  tell  the  truth  to  themselves.  These 
are  reports  that  they  make  themselves  to  themselves  about  the 
condition  of  their  business.  It  must  be  conceded  that  they  are  cor- 
rect. They  cover  their  affairs  for  five  years  last  past.  They  are 
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accepted  by  the  officers  of  the  United  States  charged  with  that 
duty  in  dealing  with  the  companies,  and  must  therefore  be  treated 
by  us,  as  other  officers  of  the  United  States,  as  being  true. 

In  reference  to  the  Central  Pacific,  these  are  the  earnings.  They 
say  they  can  not  pay  more.  The  books  of  the  company  justify 
their  statement.  We  must  show  error  or  accept  these  figures. 
.  No  error  has  been  charged  or  insinuated.  The  amount,  then,  of 
earnings  the  committee  has  named  being  correct,  it  naturally  fol- 
lows that  the  payments  to  be  exacted  from  the  company  caii  not 
exceed  the  sums  named  by  the  committee,  and  that  the  rate  of 
interest  can  not  be  increased.  In  the  Central  Pacific  we  receive 
additional  security.  That  road,  Mr.  Chairman — that  is,  that  por- 
tion covered  by  the  Government  mortgage — is  like  one  of  Gun- 
ter's  novels,  "Miss  Nobody  of  Nowhere."  It  commences  in  the 
plains  of  Utah  and  ends  50  miles  from  San  Francisco.  It  runs  for 
580  miles  from  Utah  to  Truckee  in  California,  through  a  country 
that  does  not  have  business  enough  to  pay  for  the  oil  that  greases 
the  locomotives  that  draw  the  trains  through  that  region.  [Laugh- 
ter.] All  the  business  that  pays  them  is  from  California  and  the 
through  travel.  We  can  rely  only  on  the  California  and  through 
business  for  revenue  to  the  company  from  which  to  pay  us  our 
debt;  clearly,  then,  we  should  get  the  road  into  such  condition 
that  it  can  get  that  business. 

What  is  the  object  of  a  railroad  company?  It  is  to  get  from 
somewhere  to  somewhere,  from  some  city  to  another  city.  What 
makes  the  Baltimore  and  Ohio,  and  the  Pennsylvania,  and  the 
New  York  Central  valuable?  It  is  because  they  begin  at  some 
great  city  and  end  at  another.  They  have  business  between,  it 
is  true,  in  the  thickly  settled  portions  of  the  East,  but  the  Central 
Pacific  has  no  paying  way  business  except  in  California.  What 
is  the  object  of  reaching  California  by  a  railroad?  To  get  to  the 
city  of  San  Francisco.  If  it  did  not  get  to  San  Francisco  it  would 
have  no  value,  The  aided  portion  of  the  Central  Pacific  does  not 
reach  San  Francisco.  Now,  the  proposition  of  the  bill  is  to  per- 
mit the  United  States  to  have  a  mortgage  on  property  that  will 
enable  the  Government,  if  it  is  obliged  to  take  the  road,  to  get 
into  the  city  of  San  Francisco.  They  propose,  in  addition  to  what 
the  Government  now  has,  to  have  a  mortgage  on  a  road  leading 
north,  as  you  will  see  by  reference  to  the  map,  up  into  Oregon, 
through  a  very  fertile  valley  that  will  make  money.  There  is 
another  mortgage  on  a  road  leading  directly  south,  as  you  will 
also  see  by  reference  to  the  lines  on  that  map,  into  the  San  Joaquin 
Valley,  and  another  from  Niles  to  Oakland,  and  the  ferry  from 
Oakland  to  San  Francisco,  and  the  terminals  at  both  cities,  thus 
giving  us  a  road  commencing  at  some  place  and  ending  at  the 
center  of  wealth  and  business  and  civilization  on  the  Pacific 
Coast.  Its  arms  thus  extended,  one  to  the  north,  the  other  to  the 
south,  and  its  head  resting  in  San  Francisco,  will  enable  the  road, 
in  case  the  United  States  is  obliged  to  take  possession  of  it  in  the 
future,  to  obtain  business  from  California's  fertile  valleys  and 
enterprising  cities,  and  thus  secure  revenue  from  other  than  mere 
overland  traffic.  If  taken  now,  the  United  States  will  have  abso- 
lutely no  business  save  the  through  overland  trade,  and  that  is  not 
enough,  and  it  will  be  in  possession  of  a  road  without  beginning  or 
end,  barred  from  the  Bay  of  San  Francisco,  and  dependent  upon 
connecting  lines  for  paying  business.  If  this  bill  passes  and  de- 
fault is  made,  and  the  United  States  is  obliged  to  take  possession, 
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it  will  have  a  road  which  will  be  able  to  do  business  without  ask- 
ing the  permission  of  anyone.  So  if  the  United  States  is  obliged 
to  take  it  at  all,  it  will  be  in  a  position  where  it  can  make  money. 

Now,  what  are  the  other  propositions  embodied  in  this  bill?  We 
provide  that  they  shall  make  payment  of  principal  and  interest 
every  six  months.  At  the  end  of  the  first  six  months  they  must 
make  such  payment,  at  the  end  of  another  six  months  a  further 
payment,  and  unless  these  payments  are  tnade  the  bill  provides 
that  the  entire  debt  of  the  road  shall  become  immediately  due,  at 
the  option  of  the  President.  We  have  a  guarantee,  therefore,  of 
the  good  faith  of  the  company.  In  addition  to  that  there  is  a  guar- 
antee of  the  Southern  Pacific  Company,  a  gigantic  corporation,  as 
my  friends  from  California  often  say,  a  wealthy  corporation,  as  I 
hear  them  say  continually ;  a  corporation  that  has  dominated  every- 
thing throughout  that  country,  and  wealthier  than  any  other  cor- 
poration in  the  country,  as  I  have  often  heard  them  say — and  that 
corporation  guarantees  the  performance  of  the  contract  of  the  Cen- 
tral Pacific. 

We  are  absolutely  safe,  then,  in  getting  the  money,  and  we  ought 
to  pass  the  bill  and  get  the  money  due  to  the  Government.  Indi- 
vidually, as  I  have  said,  I  would  be  in  favor  of  wiping  out  the 
entire  debt.  That,  of  course,  would  help  my  people  in  California, 
If  the  roads  did  not  have  this  debt  upon  their  shoulders,  they 
could  reduce  their  rates  of  fare  and  transportation,  and  that  would 
help  my  people;  but  as  a  citizen,  and  for  the  welfare  of  the  whole 
country,  I  am  in  favor  of  making  these  railroads  pay  their  debts, 
and  on  that  theory  I  favor  the  bill  because  I  believe  that  will  be 
the  result  of  it  if  it  goes  into  operation.  But  they  say  that  the 
State  of  California  is  against  this  bill.  Well,  now,  the  mere  fact 
that  the  State  of  California  is  against  a  bill  is  entitled  to  con- 
siderable weight,  perhaps,  but  it  does  not  settle  the  question.  But 
before  this  point  can  be  considered  it  must  be  conclusively  estab- 
lished that  the  people  of  California  are  against  the  bill.  I  know 
of  one  man  from  California  that  is  not  against  this  bill,  and  that 
is  myself.  I  am  not  at  all  afraid  to  express  my  sentiments.  I 
will  show  later  that  the  voice  of  my  State  is  not  unanimous 
against  this  bill,  but  that  a  fair  majority  are  for  it,  as  evidenced 
by  the  newspapers  of  California. 

I  hope  the  chairman  of  the  committee  will  give  me  ten  minutes 
more. 

Mr.  POWERS.     I  yield  to  the  gentleman  ten  minutes  more. 

Mr.  JOHNSON  of  California.  There  is  not  a  man  from  Cali- 
fornia in  this  House,  if  he  dared  to  express  his  honest  sentiments, 
but  what  would  be  in  favor  of  this  bill,  always  excepting  the  gen- 
tleman from  the  Seventh  [Mr.  Bowers]  .  Every  other  man,  if  he 
dared  to  express  his  honest  sentiments,  would  be  in  favor  of  this 
bill,  but  they  are  all  afraid  of  a  blackmailing  newspaper  in  San 
Francisco.  They  are  afraid  of  the  attacks  made  upon  them  and 
upon  others  by  this  blackmailer. 

The  opposition  in  California  is  unreasonable  and  hollow.  It 
makes  up  in  noise  what  it  lacks  in  solidity.  It  mistakes  vituper- 
ation for  argument,  abuse  for  reason,  caricatures  for  facts. 

The  traveler  across  the  western  plains  has  frequently  been 
deprived  of  needed  rest  and  felt  compelled  to  mount  guard  all 
night  by  hearing  the  most  unearthly  and  hideous  noises  coming 
seemingly  from  every  quarter  of  the  horizon,  and  apparently  from 
the  lungs  of  a  thousand  wild  animals  anxious  to  rend  his  limbs 
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and  feast  upon  the  bodies  of  his  horses,  his  family,  and  himself. 
Often  has  he  paced  the  weary  rounds  of  his  camp  with  heart  quickly 
beating,  rifle  in  hand,  finger  on  trigger,  nervously  waiting  an 
assault  while  praying  for  the  morning  to  come  that  he  might  face 
and  fight  in  daylight  the  fierce  wild  beasts  that,  as  he  thought, 
encircled  him.  When  at  last  the  glorious  orb  of  day  came  rising 
above  the  eastern  horizon,  illumining  the  whole  earth,  driving 
darkness  away  and  giving  renewed  vigor  to  man  and  beast  and 
flower  and  shrub  alike,  he  has  carefully  scanned  the  country  round 
about  him  that  he  might  see  the  hordes  that  he  thought  had  all 
night  watched  and  waited  for  his  death,  when  lo  he  found  that 
two  measly,  gaunt  coyotes  had  furnished  all  the  noise  and  given 
him  all  the  terror  of  his  wasted  night.  So  with  this  California 
opposition  to  this  funding  bill.  If  you  turn  the  sunlight  of  truth 
upon  it,  destroy  its  secrecy,  and  show  its  true  relations  to  the  sub- 
ject, you  will  find  that  all  this  noise,  this  opposition,  this  denun- 
ciation of  the  funding  bill  and  its  friends,  all  this  fearful  wail 
against  Huntington  and  the  railroad  and  the  friends  of  funding 
comes  from  two  persons  gifted,  like  the  coyote,  with  leather  lungs, 
innate  wickedness,  and  an  infernal  desire  to  injure  all  that  they 
can  not  control. 

These  two  are  Adolph  Sutro,  by  some  mischance  mayor  of  San 
Francisco,  and  William  R.  Hearst,  by  the  gift  of  his  parents  the 
proprietor  of  the  San  Francisco  Examiner — arcades  Ambo. 

Of  Sutro  but  little  need  be  said.  He  admits  his  opposition  to  be 
founded  upon  personal  spite  against  C.  P.  Huntington.  Poor  old 
man.  I  have  naught  but  pity  for  him.  He  is  undoubtedly  crazy. 
The  city  and  county  attorney  of  San  Francisco,  Hon.  H.  T.  Cres- 
well,  a  Democrat,  a  lawyer  of  high  standing,  a  citizen  well  known 
and  respected,  has  on  two  occasions  publicly  stated  that,  in  his 
opinion,  based  upon  official  and  personal  intimacy  with  him, 
Sutro  is  insane  and  should  be  examined  by  a  commission  of  lunacy 
and  sent  to  the  insane  asylum.  Hon.  William  Broderick,  county 
auditor  of  San  Francisco,  a  Democrat,  a  man  of  sterling  integrity 
and  great  ability,  indorses  and  echoes  the  views  of  Mr.  Creswell. 
Hence  we  can  afford  to  let  the  lurid-covered  envelopes  and  liter- 
ature of  Sutro  pass  unheeded  as  being  the  emanations  of  a  brain 
diseased,  the  product  of  a  mind  gone  mad. 

Of  the  other  of  this  precious  pair  of  literary  coyotes,  William 
R.  Hearst,  much  could  be  said. 

He  is  a  young  man,  rich  not  by  his  own  exertions,  but  by  inherit- 
ance from  his  honored  father  and  gifts  from  his  honored  mother. 
He  became  possessed  of  the  idea  that  he  wanted  to  run  a  news- 
paper. Like  the  child  in  the  song,  "he  wanted  a  bow  wow,"  and 
nis  indulgent  parents  gave  him  the  Examiner.  By  the  reckless 
expenditure  of  large  sums  of  money  he  has  built  up  a  great  paper. 

The  Examiner  has  a  very  large  circulation.  It  did  have  a  great 
influence  in  California. 

It  has  done  great  good  in  California.  It  has  exposed  corruption, 
denounced  villainy,  unearthed  wickedness,  pursued  criminals,  and 
rewarded  virtue. 

At  first  we  Calif ornians  were  suspicious  of  "Our  Willie,"  as 
Hearst  is  called  on  the  Pacific  Coast.  We  did  not  know  what  he 
meant.  But  we  came  to  believe  in  him  and  his  oft-repeated  boasts 
of  independence  and  honesty.  Daily  editorials  written  by  "  Our 
Willie's  "hired  men  praising  his  motives  and  proclaiming  his  hon- 
esty had  their  effect.  Besides,  "Our  Willie"  through  his  paper 
was  doing  some  good. 
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Weknewhiin  to  "be  a  debauchee,  a  dude  in  dress,  an  Anglomaniac 
in  language  and  manners,  "but  we  thought  he  was  honest. 

We  knew  hirn  to  be  licentious  in  his  tastes,  regal  in  his  dissipa- 
tions, unfit  to  associate  with  pure  women  or  decent  men,  hut  we 
thought  "Oirr  Willie"  was  honest. 

We  knew  he  was  erotic  in  his  tastes,  erratic  in  his  moods,  of 
small  understanding  and  smaller  views  of  men  and  measures,  but 
we  thought  •  •  Our  Willie, "  in  his  English  plaids,  his  Cockney  accent, 
and  his  middle-parted  hair,  was  honest. 

We  knew  lie  had  sought  on  the  banks  of  the  Nile  relief  from 
loathsome  disease  contracted  only  by  contagion  in  the  haunts  of 
vice,  and  had  rivaled  the  Khedive  in  the  gorgeousness  of  his  harem 
in  the  joy  of  restored  health,  hut  we  still  believed  him  honest, 
though  low  and  depraved. 

We  knew  he  was  debarred  from  society  in  San  Francisco  because 
of  his  delight  in  flaunting  his  wickedness,  hut  we  believed  hirn 
honest,  though  tattooed  with  sin. 

We  knew  he  was  ungrateful  to  his  friends,  unkind  to  his  em- 
ployees, unfaithful  to  his  business  associates,  but  we  believed  he 
was  trying  to  publish  an  honest  paper. 

We  knew  he  had  money,  not  earned  by  himself  (for  we  knew 
he  was  unable  to  earn  any  money  save  as  a  statue  for  a  cigar  store ) , 
but  given  him  by  honored  and  indulgent  parents;  we  knew  he 
needed  no  bribes  with  which  to  pay  his  way,  hence,  while  we  knew 
all  these  things,  we  did  believe  '"Our  Willie"  to  be  honest. 

We  thought  that  he  was  running  an  independent  newspaper  on 
a  plane  far  above  the  ordinary  altitude  of  newspapers,  with  a  sin- 
cere desire  to  do  good  to  the  world,  with  an  honest  wish  to  expose 
shams,  to  speak  the  truth,  and  to  establish  a  paper  that,  while  it 
might  be  a  personal  organ,  would  still  be  an  honest  one.  We  came 
finally  to  admire  "Our  Willie"  and  to  speak  well  of  him  and  his 
paper. 

v  v'hen  William  R.  Hearst  commenced  his  abusive  tirades  against 
C  P.  Huntington  and  the  Southern  Pacific  Company  and  the 
Central  Pacific  Railroad  Company  and  all  who  were  friendly  to 
them,  and  to  denounce  the  funding  bill  and  all  who  favored  it  as 
thieves  and  robbers,  we  thought  his  course  was  wrong,  his  meth- 
ods bad,  and  his  attacks  brutal,  but  we  believed  '-Our  Willie"  to 
be  honest  in  it. 

When  C.  P.  Huntington  told  the  truth  about  "Our  Willie" 
and  showed  that  he  was  simply  fighting  the  railroad  funding  bill 
because  he  could  get  no  more  blackmail  from  the  Southern  Pacific 
Company,  we  were  dazed  with  the  charge,  and  as  Calif ornians  we 
were  humiliated. 

We  looked  eagerly  for  "Our  Willie's"  denial,  but  it  came  not. 
On  the  contrary,  he  admitted  that  he  had  blackmailed  the  South- 
ern Pacific  Company  into  a  contract  whereby  they  were  to  pay  hirn 
$30,000  to  let  them  alone,  and  that  he  had  received  $22,000  of  his 
blackmail,  and  that  C.  P.  Huntington  had  cut  it  off  as  soon  as  he 
knew  of  it,  and  that  he  was  getting  even  now  on  Huntington  and 
the  railroad  company  because  he  had  not  received  the  other  SS.000 
of  his  bribe.  He  admitted  by  silence  that  the  Southern  Pacific 
Company  was  financially  responsible,  but  that  he  dared  not  sue 
it  for  the  $8,000  he  claimed  to  be  due  because  of  fear  that  his 
blackmail  would  be  exposed  in  court. 

With  brazen  effrontery  only  equaled  by  the  lowest  denizen  of 
the  haunts  of  vice  "Our  Willie"  knows  so  well  in  every  city  of 
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the  globe,  he  unblushingly  admitted  lie  had  blackmailed  the  rail- 
road company,  but  pleaded  in  extenuation  that  he  did  not  keep 
his  contract,  but  swindled  them  out  of  their  money. 

He  showed  himself  to  be  the  correct  exponent  of  a  scoundrel, 
as  defined  by  Bill  Tweed,  namely,  "A  man  who  wouldn't  stay 
bought."  I  can  not  tell  how  sad  I  felt  to  learn  of  this  phase  of 
Hearst's  life.  I  had  been  his  attorney.  I  had  regarded  Hearst  as 
honest.  I  had  praised  his  Examiner  for  its  course,  because  I 
believed  it  to  be  dictated  by  honest,  although  at  times  mistaken, 
ideas. 

To  learn  "Our  Willie"  Avas  nothing  but  a  common,  ordinary, 
everyday  blackmailer — a  low  highwayman  of  the  newspaper 
world — grieved  the  people  of  California,  myself  included. 

I  regret  it.  For  the  honor  of  California  I  wish  this  expose  had 
never  been  necessary;  but  it  is  true,  sadly  true. 

We  have  lost  on  the  Pacific  Coast  an  idol.  We  mourn  a  leader. 
We  grieve  over  a  dead  and  wicked  newspaper. 

People  read  the  paper  because  it  gives  the  news  in  large  type, 
but  they  say  while  reading  it,  ' '  Isn't  it  too  bad  Hearst  should  have 
sold  himself.  We  did  not  expect  it.  He  must  be  wicked  at  heart, 
for  he  didn't  need  the  money. " 

If  it  be  given  to  spirits  of  the  departed  to  know  the  actions  of 
those  left  behind  them  on  this  earth,  the  honored  and  respected 
father  of  "  Our  Willie  "  is  suffering  now  from  the  blackmailing 
conduct  of  his  son.     [Laughter.] 

And  that  is  the  man  who  has  created  all  this  furor  in  Califor- 
nia. He  has  intimidated  men.  He  has  intimidated  people.  You 
do  not  know  the  terrorism  that  he  has  exercised  in  California  with 
his  paper.  It  is  a  paper  that  has  a  large  circulation.  You  know 
how  it  has  abused  and  maligned  and  caricatured  people  in  this 
House,  the  honored  chairman  of  our  committee  [Mr.  Powers], 
and  other  members  of  our  committee,  and  our  honored  Speaker. 
I  will  not  speak  of  myself,  because  I  do  not  know  but  what  I  can 
get  reasonably  even  with  this  man  before  I  get  through  with  him. 
[Laughter.]  But  he  has  carried  it  on  for  years.  While  we  knew 
all  these  things  about  him,  we  believed  he  was  honest  because  he 
said  he  was,  because  he  had  his  newspaper:  but  he  has  debauched 
the  public  mind  in  California  by  terrorism,  he  has  terrorized  over 
everyone,  he  has  issued  his  edicts  that  any  man  who  dares  to  favor 
this  funding  bill  shall  be  driven  from  public  life,  shall  be  ruined 
in  private  life,  and  shall  be  disgraced  before  the  people  and  before 
the  gods.  But  for  one,  knowing  that  I  amright,  knowing  that 
this  is  a  business  settlement  of  the  question,  1  am  willing  to  stand 
for  what  I  believe  to  be  right,  even  if  this  blackmailing  paper  does 
continue  to  assault  me. 

These  two  persons  have  caused  great  opposition  to  the  funding 
bill  in  San  Francisco,  but  even  there,  where  they  have  been  aided 
by  another  paper  owned  by  a  business  rival  of  the  Southern  Pacific 
company,  they  are  alone  practically. 

A  number  of  papers  in  San  Francisco  of  equal  prominence  with 
Hearst's  organ,  not  smarting  under  loss  of  blackmail,  favor  the 
funding  bill.  Nearly  if  not  quite  nine-tenths  of  the  newspapers  in 
California  outside  of  San  Francisco  favor  a  funding  bill. 

In  the  Congressional  district  that  I  have  the  honor  to  represent 

I  do  not  know  of  but  four  newspapers  that  oppose  the  funding 

bill.    In  the  cities  of  Stockton,  Marysville,  Nevada,  Grass  Valley, 

and  Sacramento,  the  papers,  I  believe,  are  unanimous  for  the  bill. 
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The  city  of  Auburn  has  two  papers  favoring  it.  The  thriving 
town  of  Jackson  has  two  papers  favoring  it.  The  city  of  Oroville, 
one  paper  favoring  it.  So  I  conld  go  on  all  over  the  district  giv- 
ing names  and  location  of  the  papers  that  favor  the  funding  bill. 
All  of  them  are  representative  papers.  They  represent  all  shades 
of  political  belief. 

The  Chamber  of  Commerce  of  Sacramento,  the  capital  of  the 
State,  composed  of  176  representative  business  men  of  all  classes 
of  a  city  of  30,000  inhabitants,  adopted  unanimously  the  following 
resolution  in  favor  of  the  bill: 

SACRAMENTO,  February  12, 1S96. 

At  the  regular  annual  meeting  of  the  Sacramento  Chamber  of  Commerce 
the  following  resolution  was  offered  and  parsed  unanimously: 

Whereas  it  is  important  for  the  'welfare  of  our  community  and  our  State 
that  an  early  solution  he  had  of  the  question  of  the  indebtedness  of  the  Cen- 
tral Pacific  and  Union  Pacific  railroads  to  the  Government;  and 

Whereas  we  believe  that  any  measure  which  will  require  the  payment  of 
said  indebtedness  upon  reasonable  terms  would  best  subserve  the  interests 
of  the  people;  and 

Whereas  the  application  of  business  principles  to  this  indebtedness  would 
indicate  that  an  extension  of  the  time  for  the  payment  of  this  indebtedness 
would  be  the  best  solution  of  the  question  to  the  end  that  the  future  finances 
of  said  railroads  may  bo  clear,  and  said  properties  be  used,  improved,  and 
extended  to  their  utmost  capacity,  with  the  object  of  insuring  corresponding 
benefits  to  producers  and  sbipoers:  Therefore, 

Beitresolvid,  That  our  repre  ;entatives  in  Congress  be  requested  to  favor 
any  measure  which  will  provide  for  the  settlement  of  such  indebtedness  upon 
reasonable  terms  within  a  period  of  fifty  vears. 

JOSEPH  STEFFENS,  President. 

So  it  is  all  over  the  State.  A  majority,  as  I  am  informed,  of  the 
newspapers  in  the  district  represented  by  Mr.  McLacklan,  and 
that  represented  by  Mr.  Bowers,  and  that  represented  by  Mr. 
Barham  support  the  bill. 

Why,  then,  all  this  talk  about  California  being  opposed  to  the 
proper  settlement  of  this  question? 

I  may  remark  right  here  that  there  is  a  man  from  California, 
who  is  a  member  of  this  House,  who  has  undertaken  at  certain 
times  to  defend  this  man  Hearst,  and  no  doubt  he  will  now.  If 
he  does,  I  hope  he  will  fool  no  man  in  reference  to  the  matter.  It 
is  a  question  of  defending  a  blackmailer,  and  not  of  defending  a 
newspaper. 

Now,  in  conclusion,  in  reference  to  this  matter,  shall  we  pay 
any  attention  to  the  waitings  of  this  blackmailer;  shall  we  pay 
attention  to  the  shrieks  of  this  man  Sutro;  or  shall  we  pajT  atten- 
tion to  the  settlement  of  a  business  matter,  and  settle  it  once  and 
forever  upon  business  principles?  It  is  purely  and  solely  a  busi- 
ness question.  It  does  not  rise  to  the  dignity  of  anything  else. 
All  talk  of  the  past  should  be  forgotten.  Let  us  look  at  the  pres- 
ent. Let  us  not  think  whether  or  not  we  would  have  done  better 
than  those  men  who  built  the  road.  I  hate  to  think  of  what  some 
men  would  have  done  if  they  had  had  the  chance  of  these  men  who 
built  the  road.  [Laughter.]  Of  course  1  do  not  allude  to  any 
man  in  this  House,  but  I  hate  to  think  of  what  would  have  been 
the  result  if  others  I  could  name  had  been  given  the  opportunity 
to  construct  these  railroads. 

Now,  is  not  this  a  business  question?  In  regard  to  the  Union 
Pacific,  I  frankly  confess  I  am  not  familiar  with  that  road.  I 
have  read  their  statement  and  the  proposed  settlement,  and  it 
seems  fair  and  full.  So  far  as  the  Central  Pacific  is  concerned,  I 
am  familiar;  and  I  want  to  say  that  as  a  Calif ornian  1  am  proud 
of  its  action.  Under  the  act  of  1862  the  Central  Pacific  built  31 
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miles  of  its  road  where  the  Union  Pacific  did  not  build  a  single 
mile,  and  could  not  until  the  act  of  1864  was  passed.  As  a  Cali- 
f  ornian  I  am  proud  of  the  Central  Pacific,  because  of  all  of  the  rail- 
roads aided  by  the  G-overnment  that  is  the  only  road  that  never 
has  defaulted  on  its  interest  and  never  has  failed  to  keep  every 
contract  it  made  with  the  G-overnment  and  with  everybody  else. 
It  is  the  only  aided  road  that  has  never  gone  into  the  hands  of  a 
receiver.  When  gentlemen  speak  here  about  that  railroad  being 
unable  to  keep  its  contract,  they  do  not  speak  with  reference  to 
the  fact.  They  are  simply  speaking  of  their  own  feeling;  for  I 
repeat,  that  road  so  far  has  kept  every  contract  it  made  with  the 
Government.  It  has  never  defaulted.  It  has  paid  every  dollar  of 
its  indebtedness  as  it  became  due. 

It  stands  ready  to-day  to  take  up  this  contract  and  to  carry  it 
on.  But  gentlemen  say  the  rate  of  interest  is  too  small.  They 
say  2  per  cent  is  too  small  a  rate.  Why  is  it  too  small?  It  is  all 
they  can  pay.  You  say  they  could  pay  more.  Why?  The  mere 
fact  that  a  man  says  so  does  not  prove  anything.  The  earnings 
are  shown  for  five  years  by  the  report,  and  they  show  that  this 
road  can  not  pay  any  larger  sum  than  it  is  proposed  to  pay.  This 
debt  the  railroad  will  commence  paying  immediately.  In  the  first 
year  $1,500,000  of  principal  and  interest,  in  addition  to  §2,400,000 
of  old  debt.  The  charges  upon  this  road  are  fixed  by  law,  and 
they  can  be  ascertained  by  everyone.  The  charges  fixed  for  1896 
are  §4,326,000.  I  ask  every  member  of  this  House  to  drop  every- 
thing except  the  common-sense,  business  view,  and  to  accept  the 
settlement  of  this  question  on  a  business  line.  Remove  it  from 
politics;  remove  it  from  Congress;  remove  it  so  that  the  black- 
mailer no  longer  can  hold  it  in  terrorem  against  men,  but  will  be 
obliged  to  allow  everybody  to  carry  out  their  ideas  as  to  them 
seems  proper.  [Applause.] 
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Mr.  Stanford  said : 

Mr.  Chairman  and  Members  of  the  Committee:  I  hardly  feel 
justified  in  asking  the  attention  of  the  committee  to  the 
little  I  have  to  say.  Mr.  Haymond,the  counsel  for  the  com- 
pany, will  endeavor  to  review  carefully  the  reports  of  the 
Pacific  Railway  Commissioners,  but  at  the  same  time  I  think 
I  can  aid  the  committee  somewhat  by  a  plain  statement  of 
facts  giving  the  early  history  of  the  Central  Pacific  road. 

In  the  year  1860  (before  Congress  had  passed  any  act 
looking  to  the  construction  of  a  transcontinental  railroad)  a 
few  gentlemen  living  in  California  met  together,  and  as  a 
result  of  their  meeting  concluded  to  have  preliminary  sur- 
veys made  over  the  Sierra  Nevada  Mountains  to  see  if  it  was 
possible  to  build  a  railroad  across  them.  Civil  engineers 
had  declared  that  it  was  not  practicable  to  build  a  road  over 
those  mountains. 

The  result  of  that  exploration  was  that  we  determined 
that  a  road  could  be  built,  and  we  formally  organized  a  com- 


pany  in  1861,  having  that  purpose  in  view.  Knowing  there 
was  no  way  to  reach  the  great  interior  country  except  by 
wagon  trains,  we  came  to  the  conclusion,  and  so  said  in  talk- 
ing it  over,  that  if  a  vessel  could  start  from  San  Francisco, 
sail  around  Cape  Horn  and  reach  that  great  basin  we  would 
not  be  justified  in  building  a  road  over  these  Sierra  Nevada 
Mountains,  or  if  a  vessel  could  start  from  any  port  on  the 
Atlantic  side  and  sail  around  Cape  Horn  we  could  not  afford 
to  build  a  road. 

But  we  knew  that  could  not  be  done,  and  the  only  com- 
petitors of  a  railroad  would  be  the  mule  and  ox  teams  then 
used,  and  therefore  we  should  be  able  to  ask  a  price  for 
transportation  which  would  justify  the  construction  of  the 
road  if  it  could  be  built  at  all. 

At  that  time  the  explorations  had  shown  that  in  all  prob- 
ability Nevada,  Idaho,  Montana,  and  Utah  were  rich  min- 
eral countries,  and  we  thought  that  in  itself  would  give  us 
a  good  deal  of  business  for  the  road.  As  the  result  turned 
out,  it  justified  those  expectations,  and  the  road  over  the 
Sierra  Nevada  mountains  without  any  competing  line  of 
railroad  would  to-day  be  a  grand  piece  of  property. 

We  commenced  to  build  the  road  under  the  laws  of  the 
State  of  California,  and  prior  to  the  passage  of  the  act  of  Con- 
gress of  July  2,  1864,  we  had  constructed  thirty-one  miles  of 
railroad  and  had  material  enough  on  hand  to  complete  fifty 
miles  of  road. 

In  1864  Congress  passed  the  act  under  which  the  road 
was  finally  constructed.  That  immediately  gave  credit  to 
the  company,  and  we  were  able  to  dispose  of  our  own  first- 
mortgage  bonds  before  the  time  when  we  could  receive  the 
Government  bonds. 

The  Government  gave,  according  to  contract,  its  bonds  to 
the  compan}\  It  did  not  give  its  money  ;  it  gave  its  credit, 
and  that  credit  is  out  to-day.  The  entire  amount  of  bonds 
advanced  by  the  Government  was  $27,865,680.  That  is  all 
that  the  company  received  from  the  Government,  except  the 


lands,  the  most  of  which  it  has  been  unable  to  dispose  of  up 
to  the  present  time. 

The  company  were  authorized  to  issue  their  own  first- 
mortgage  bonds  for  an  amount  equal  to  the  Government 
bonds.  These  bonds  of  the  Government  were  sold  for  gold. 
The  Government  bonds  were,  in  express  terms,  payable  in 
legal-tender  notes,  and  valued  accordingly,  and  were  sold  at 
an  average  of  about  sevent}T-two  cents  in  gold  on  the  dollar. 
We  received  for  $27,865,680,  the  face  value,  the  sum  of 
.$20,448,466.75.  All  this  money  and  all  the  money  that  the 
company  received  from  its  first- mortgage  bonds  wrent  into 
the  construction  of  the  road  between  Sacramento  and  Ogden. 

Senator  Butler:  What  amount  did  you  receive  from 
your  first-mortgage  bonds? 

Mr.  Stanford  :  Our  first-mortgage  bonds  brought  us  a 
little  less  than  the  Government  currency  bonds. 

Senator  Butler  :  What  was  the  actual  sum  that  j^ou  re- 
ceived ? 

Mr.  Stanford:  We  sold  the  Government  bonds  for 
$20,448,466.75  and  received  for  our  own  first-mortgage  bonds 
a  little  less  than  that  sum. 

Senator  Davis:  And  all  the  money  you  received  from  the 
sale  of  the  Government  and  your  first-mortgage  bonds  went 
into  the  construction  of  the  railroad? 

Mr.  Stanford  :  Yes. 

The  Chairman:  The  whole  $40,000,000? 

Mr.  Stanford:  Yes;  every  cent  of  it,  and  more  besides. 
Of  course,  you  have  heard  the  wild  stories  which  have  been 
circulated  that  we  made  one  hundred  millions  or  more,  and 
that  it  was  made  at  the  expense  of  the  Government.  I 
never  have  been  able  myself  to  understand  how  you  can 
make  much  more  out  of  a  thing  than  there  is  in  it.  The 
road  is  built  and  the  Government  only  parted  with 
$27,865,680  of  its  bonds,  on  which  we  realized  $20,448,466.75. 

By  the  construction  of  that  road  in  connection  with  the 
Union  Pacific  railway  the  possibilities  of  the  country  were 


demonstrated.  The  road  opened  up  to  development  a 
country  greater  in  extent  than  that  conquered  by  Csesar  in 
Europe,  and  all  at  a  very  small  expense,  so  small  that  be- 
tween the  time  of  the  completion  of  the  road,  in  the  year 
1869,  and  the  year  1876,  at  which  time  the  contract  required 
that  the  road  should  be  completed,  the  Government  saved 
by  reason  of  its  completion  more  money  than  it  had  loaned 
the  compan}7. 

The  Chairman  :  That  is,  the  Government  saved  more 
than  it  had  loaned  b}'  reason  of  the  fact  that  the  road  was 
built  that  length  in  advance  of  the  time  when  its  comple- 
tion was  required  under  the  contract? 

Mr.  Stanford:  Yes;  the  Government  reports  show  that 
from  1850  to  1869,  when  that  road  was  completed,  there  was 
an  annual  expenditure  for  Government  transportation  west 
of  the  Missouri  of  over  eight  million  dollars. 

The  Chairman  :  That  was  for  doing  what  ? 

Mr.  Stanford  :  For  the  carrying  of  the  Government  mails, 
transporting  troops  and  supplies,  &c.  I  do  not  take  into 
consideration  at  all  what  the  Government  saved  by  the 
building  of  the  road  as  regards  the  stopping  of  Indian  wars ; 
I  do  not  say  anything  about  that ;  T  am  speaking  simply  of 
the  transportation  of  the  Government  and  the  amount  saved 
according  to  the  Government's  own  reports. 

Senator  Davis:  And  which  was  caused  by  your  expedit- 
ing the  building  of  the  road  seven  years  in  advance  of  the 
time  required? 

Mr.  Stanford  :  Yes. 

Senator  Dawes:  That  is  the  difference  between  your  ac- 
tual charges  and  the  average  cost  of  carrying  the  same 
things  before  the  road  was  built  ? 

Mr.  Stanford  :  That  is  it.  All  this  is  in  the  testimony 
proven  clearly  and  indisputably.  The  Pacific  Railroad  Com- 
mission have  published  all  that  testimony  and  have  sub- 
mitted it  to  you.  Not  only  has  the  Government  made  this 
important  saving,  but   practically  the  whole  country  was 


developed  b}r  the  building  of  the  road,  and  the  advantages 
m  that  way  to  the  Government  cannot  be  fully  estimated. 

The  construction  of  this  road  also  demonstrated  the  pos- 
sibility of  constructing  other  railroads  across  the  continent. 
Before  this  road  was  built  it  was  generally  supposed  there 
was  no  coal  along  its  line.  Geologists  had  stated  that  the 
country  was  one  where  coal  could  not  be  expected  to  be 
found,  and  that  was  supposed  to  be  one  of  the  difficulties  in 
operating  the  road.  I  do  not  know  that  to-day,  except  for 
the  discovery  of  coal  along  the  line,  that  the  road  could  be 
maintained  for  commercial  purposes. 

But  the  discovery  of  these  coal-beds  helped  the  road  at 
once.  Large  beds  of  coal  were  developed  upon  the  line  of 
the  Union  Pacific,  which  made  the  operation  of  the  road 
practicable  and  permitted  of  great  profits,  and  the  road  was 
a  success.  It  was  earning  money  largely  and  could  have 
paidiDff  the  Government  loan  without  difficult}7  had  not  its 
business  been  diverted. 

But  as  soon  as  there  was  a  competing  line  of  railroad  it 
not  only  divided  the  business,  but  the  rates  were  reduced. 
.The  real  value  of  this  road  through  this  barren  country, 
without  competition,  was  that  the  company  could  fix  sub- 
stantially its  own  rates,  according  to  its  own  judgment  of 
what  it  should  charge  to  transact  its  business. 

Senator  Davis:  What  competing  lines  do  you  refer  to? 

Mr.  Stanford  :  The  first  competing  line  was  the  Atchison, 
Topeka  and  Santa  Fe,  which  connected  with  the  Southern 
Pacific  road  at  Demming.  As  soon  as  that  was  done  there 
was  a  line  which  divided  the  business,  and  rates  were,  of 
course,  reduced.  The  Northern  Pacific  railroad  then  was 
built  and  the  short  line  of  the  Union  Pacific  Railroad  Com- 
pany up  into  Idaho  and  Montana  towards  Oregon.  These 
took  from  the  Central  Pacific  road  a  veiy  large  portion  of 
its  best  business,  because  these  roads,  running  from  the  East, 
naturally  and  in  their  own  interest  brought  all  of  the  sup- 
plies of  that  country  from  the  East. 
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Before  their  completion  many  of  these  things  came  from 
the  West,  or,  if  from  the  East,  were  landed  at  San  Francisco 
and  had  to  be  carried  back  on  our  line. 

In  Idaho,  Montana,  Washington  Territory,  and  Oregon 
there  are  now,  perhaps,  seven  hundred  thousand  people,  all 
of  whom  when  we  commenced  the  building  of  the  road  we 
expected  to  supply  and  did  supply  for  a  time. 

But  after  the  construction  of  the  Oregon  short  line  by  the 
Union  Pacific  the  supplies  for  all  that  section  of  the  country 
came  from  the  East,  and  the  Central  Pacific  road  was  cut  off 
from  that  source  of  revenue.  Our  whole  population  in 
California  and  all  westward  of  the  Rocky  Mountains  did 
not  at  that  time  exceed  a  million  and  a  half  of  people. 
That  affected  the  Central  Pacific  road  seriously. 

We  do  not  deny  that  the  Government  had  a  right  in  its 
discretion  to  aid  other  lines  of  road,  but  it  was  not  expected 
at  the  time  we  entered  into  a  contract  with  the  Government 
that  other  lines  of  road  would  be  built  by  Government  aid. 

The  Government,  after  we  had  entered  into  a  contract 
with  .it,  granted  large  aids  to  other  and  competing  lines,  from 
which  competing  lines  the  Government  and  people  have 
derived  great  benefits. 

The  country  has  been  developed  and  great  facilities  for 
transportation  have  been  given,  such  as  were  hardly  sup- 
posed possible,  for  it  was  not  thought  that  this  road  could 
be  operated  as  it  has  been  operated. 

These  facts  constitute  an  equitable  proposition  entitled  to 
great  consideration. 

Senator  Dawes:  Will  you  allow  me  to  interrupt  you  to 
inquire  what  roads  you  built  under  the  acts  of  1862  and 
1864? 

Mr.  Stanford  :  We  built  the  road  from  San  Jose,  near 
San  Franciso,  to  Ogden,  near  Salt  Lake. 

Senator  Dawes  :  What  subsidy  did  you  get  from  the  Gov- 
ernment by  the  act  of  1864  ? 

Mr.  Stanford  :  Over   the   entire   road   it   amounted    to 


$27,865,680  in  currency,  bonds  for  which  we  received  a 
little  over  $20,000,000. 

Senator  Dawes  :  I  do  not  mean  that.  You  say  that  you 
built  under  a  contract  made  by  you  with  the  Government 
under  the  act  of  1862.  Now,  what  road  did  you  build  under 
that  act  ? 

Mr.  Stanford  :  We  built  from  Sacramento  to  Newcastle, 
thirty-one  miles  from  Sacramento,  and  had  rails  enough  on 
hand  for  twentv-  miles  more  of  road. 

Senator  Dawes:  What  subsidy  did  you  receive  before  that 
of  the  act  of  1864? 

Mr.  Stanford  :  We  did  not  receive  any  subsidy.  The  act 
of  1862  required  the  construction  of  forty  miles  of  road  be- 
fore any  of  the  Government  bonds  could  be  delivered  to  the 
company. 

Senator  Dawes:  Did  jrou  receive  anything  from  the  Gov- 
ernment until  after  the  act  of  1864  was  in  force  ? 

Mr.  Stanford  :  No. 

Senator  Dawes  :  But  up  to  that  time  you  had  received 
nothing? 

Mr.  Stanford  :  We  had  not.  The  act  of  1862  required 
the  construction  of  forty  miles  of  road  before  we  should  be 
entitled  to  any  aid  from  the  Government. 

Senator  Dawes:  Did  you  have  any  contract  before  1864? 

Mr.  Stanford  :  Yes ;  we  accepted  the  provisions  of  the 
act  of  July  1st,  1862. 

The  Chairman:  But  the  railroad  could  not  get  anything 
until  it  had  completed  that  forty  miles  ? 

Mr.  Stanford  :  It  could  not. 

Senator  Butler  :  The  first  thirty-one  miles  of  the  road 
was  completed  with  your  own  means? 

Mr.  Stanford  :  Yes ;  we  had  iron  enough  to  build  fifty 
miles  entirely  from  our  own  means.  We  do  not  complain 
that  the  Government  aided  other  railroads.  We  maintain 
that  it  is  a  circumstance  to  be  considered  by  the  Govern- 
ment in  settling  with  us  that  the  aid  extended  to  other  rail- 


roads  resulted  in  diverting  business  from  us  to  the  extent  of 
not  less  than  seventeen  millions  of  dollars,  while  the  injury 
to  us  through  competition,  which  cut  down  our  rates,  can 
hardly  be  estimated. 

Senator  Davis  :  I  understand  that  the  Northern  Pacific 
railroad  was  not  finished  until  1883? 

Mr.  Stanford  :  No  ;  but  it  got  far  enough  along  to  affect 
our  business. 

Senator  Davis  :  When  was  the  Atchison  road  finished? 

Mr.  Stanford  :  In  1883,  I  believe. 

Senator  Davis  :  At  what  point  did  the  Northern  Pacific 
road  begin  to  affect  your  business — when  it  got  to  Helena? 

Mr.  Stanford:  I  cannot  tell  you  the  point  exactly,  but 
we  felt  the  Montana  business  going  entirely  from  us,  and 
the  Union  Pacific  road,  by  constructing  a  line  from  Ogden 
towards  Montana,  deprived  us  of  any  share  in  that  business. 

While  we  rendered  a  great  deal  better  service,  the  Govern- 
ment has  never  paid  us  the  rates  for  carrying  the  mails  that 
it  used  to  pay  to  the  stage  lines.  It  paid  to  Wells,  Fargo  & 
Company  $1,750,000  per  annum  for  carrying  the  mails,  with 
a  maximum  not  to  exceed  one  thousand  pounds.  As  soon 
as  our  railroad  was  completed  the  Government  required  us 
to  construct  a  special  car,  according  to  the  directions  of  the 
Government,  to  carry  eighteen  tons  of  mail  matter  and  two 
messengers.  It  has  this  car  under  its  own  control,  whether 
it  fills  it  or  not  with  mail  matter.  Oftentimes,  when  the 
Chinese,  Japanese,  and  Australian  mails  are  being  sent 
across  the  road,  an  extra  car  is  required,  and  I  have  known 
Of  two  extra  cars  being  used  to  carry  the  mails  across  the 
continent;  and  yet  the  Government  has  never  paid  up  to 
this  date  to  both  the  Union  Pacific  and  Central  Pacific  quite 
a  million  dollars  per  annum  for  that  service,  although  it  was 
naying  the  large  sum  I  mentioned  to  the  Wells-Fargo  Com- 
pany for  carrying  letter  mail  only,  the  other  heavy  mail 
going  by  Panama. 

Senator  Davis:  They  were  paying  that  amount  annually 
to  the  Wells-Fargo  Company  ? 
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Mr.  Stanford:  Yes;  and  the  contract  provided  that  the 
maximum  amount  should  not  exceed  one  thousand  pounds. 
The  Government  pays  us  the  same  rate  per  pound  for  carry- 
ing the  mails  as  it  pays  the  Pennsylvania  Compan}'  for  car- 
rying the  mails  between  New  York  and  this' city,  and  no 
more.  We  pay  for  coal  an  average  of  over  $8  per  ton  on  our 
locomotives.  The  Pennsylvania  Company  gets  coal  for  $2 
per  ton  on  the  route  mentioned,  and  for  much  less  on  other 
routes.  Its  road  is  level ;  ours  is  mountainous.  All  the 
trunk  lines  east  of  the  Missouri  river  recognize  the  fact  that 
we  cannot,  owing  to  difference  in  grades  and  cost  of  fuel, 
canw  as  cheaply  as  they.  In  our  business  with  them  they  all 
make  us  an  allowance  based  upon  these  facts ;  the  Govern- 
ment alone  refuses  to  do  so. 

All  of  the  Government  reports  show  that  the  Central  Pa- 
cific road  has  lived  up  to  its  contracts  in  every  respect. 
Neither  the  Government  nor  the  people  of  the  country,  in 
the  construction  of  this  road,  have  ever  been  disappointed 
in  a  single  expectation.  It  was  not  supposed  that  the  time 
allotted,  which  was  until  1876,  to  build  the  road  was  suffi- 
cient, and  it  was  so  stated  in  Congress  when  the  Pacific  Rail- 
road acts  were  under  consideration,  but  the  reply  was  that  if 
more  time  was  required  it  would  be  given. 

It  has  been  said  that  the  fact  that  we  built  the  road  so 
rapidly  and  at  such  extraordinary  cost  is  not  to  be  consid- 
ered by  the  Government.  I  think  that  fact  should  be  con- 
sidered. As  I  have  said,  when  we  commenced  to  build  this 
road  we  thought  that  the  local  business  and  absence  of  com- 
petition would  enable  us  to  charge  substantially  what  we 
considered  a  fair  price,  and  that  the  only  competition  would 
be  that  of  ox  and  mule  teams. 

At  the  time  of  the  passage  of  the  act  of  1864  the  Union 
Pacific  road  had  made  no  progress  whatever,  nor  did  it  make 
any  progress  until  some  time  after  the  passage  of  that  act, 
the  act  of  1864.  The  country  from  the  summit  of  the 
Rocky  Mountains  through  to  Salt  Lake  was  believed  to  be 
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almost  impassable,  and  it  was  thought  that  it  would  take  a 
long  time  to  construct  that  part  of  the  road.  However,  we 
proceeded  with  confidence,  thinking  that  we  should  be  able 
to  reach  Salt  Lake  before  the  Union  Pacific  road  could  pos- 
sibly do  so ;  but  with  the  surveys  which  were  made  it  was 
ascertained  that  the  difficulties  had  been  exaggerated  ;  that, 
in  fact,  there  were  no  great  difficulties  at  all  in  constructing 
the  road  from  Omaha  to  Salt  Lake. 

The  Union  Pacific  road  then  sent  over  their  engineers  to 
see  what  kind  of  a  country  we  had  to  build  through.  When 
they  got  to  the  Sierra  Nevada  Mountains  and  saw  what  we 
were  doing,  saw  the  difficulties  to  be  encountered  there,  they 
went  home  and  reported  that  we  could  not  possibly  pass  the 
Sierra  Nevadas  as  early  as  we  did  by  at  least  two  years. 

Then  it  was  that  they  concluded  to  push  on  the  building 
of  their  road  as  rapidly  as  they  could  and  meet  us  at  the 
base  of  the  Sierra  Nevada  Mountains,  about  one  hundred 
and  fifty  miles  east  of  the  Sacramento  valley.  We  found 
out  also  about  their  capacity  to  construct  a  road,  and  we  saw 
that  with  the  heavy  work  on  the  Sierra  Nevada  Mountains, 
with  a  hundred  and  fifty  miles  of  that  kind  of  road  up  a 
mountain  where  seven  thousand  feet  of  elevation  is  made 
in  eighty-three  miles  and  through  the  deep  snow,  that  our 
road  would  be  worthless  unless  we  got  up  far  enough  to  reach 
into  the  basins  of  Utah.  Had  the  Union  Pacific  reached  the 
eastern  base  of  the  Sierras  we  would  have  had  left  to  us  but 
the  mountain  section  of  our  road.  It  would  not  have  paid 
operating  expenses  on  a  mileage  basis,  and  we  would  have 
lost  all  we  had  put  into  it. 

Therefore  we  made  every  sacrifice  possible  for  the  sake  of 
speed.  During  the  three  winters  we  were  on  the  mountains 
the  snow  fell  to  a  depth  of  thirty-six  to  forty  feet,  but  we 
worked  through  all  that.  We  hauled  our  iron  over  the 
mountains  so  that  we  could  work  beyond.  We  tunneled 
under  the  snow  to  get  at  our  rock  tunnels,  and  all  our  ma- 
terial had  to  come  from  the  East,  seventeen  thousand  miles 
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by  water,  and  then  to  be  hauled  up  the  mountain,  and  we 
had  to  anticipate  our  wants  and  provide  for  them  in  ad- 
vance. 

We  sold  Government  bonds  at  forty-four  cents  on  the 
dollar  at  one  time,  because  this  work  on  the  mountains  was 
done  right  in  the  midst  of  the  war  and  during  the  latter 
part  of  the  war.  It  is  susceptible  of  demonstration  that 
there  was  more  work  of  grading  on  the  first  one  hundred 
and  fift}7  miles  of  the  Central  Pacific  road  than  would  have 
to  be  employed  to  grade  the  entire  road  from  there  to 
Omaha  ;  in  fact,  than  to  grade  a  road  to  Chicago. 

We  worked  more  than  double  the  number  of  men  on 
these  Sierra  Nevada  mountains  for  these  four  years  (and  used 
on  an  average  five  hundred  kegs  of  powder  daily)  than  we 
did  afterwards  in  building  the  road  to  meet  the  Union  Pa- 
cific in  Utah.  After  we  passed  the  mountains  we  built  five 
hundred  miles  of  road  in  ten  days  less  than  ten  months. 
That  rate  of  speed  kept  up  for  two  years  would  have  taken 
us  to  Omaha.  In  other  words,  we  would  have  been  able  to 
reach  Omaha  in  a  year  less  time  than  we  spent  on  the 
mountains,  and  by  working  half  the  force  we  had  been 
working  on  those  mountains.  The  amount  of  work  from 
the  Sierra  Nevadas  to  Ogden  is  about  a  fair  average  of  the 
work  from  there  to  the  Missouri  river  at  Omaha. 

Senator  Butler  :  What  is  your  eastern  terminus? 

Mr.  Stanford:  Ogden  is  our  business  terminus.  We  did 
all  that  extraordinary  work  on  these  mountains,  yet  it  would 
have  been  worthless  to  us  operated  by  itself  if  it  had  not  been 
for  a  portion  of  the  road  over  on  the  other  side;  we  would  have 
lost  all  control  of  the  trade  of  Nevada.  By  the  construction 
of  the  Union  Pacific  road  we  did  actually  lose  the  greater 
portion  of  that  trade  except  that  immediately  upon  our  line 
of  road. 

Now, consider  that  at  the  begiuning  we  intended  to  build 
a  road  over  the  Sierra  Nevada  Mountains  because  we  could 
have  no  competition  by  water  and  no   competition  of  any 
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kind  except  that  of  mule  and  ox  teams;  but  when  the 
Union  Pacific  road  started  and  was  liable  to  come  in  on  us 
we  saw  that  it  would  be  a  worse  competition  than  to  have 
had  a  vessel  go  around  by  Cape  Horn,  and  it  was  therefore 
work  of  necessity  to  make  the  greatest  speed  possible,  the  act 
of  Congress  allowing  the  two  roads  to  build  from  opposite 
directions.  It  was  not  voluntary  on  our  part,  and  we  were 
compelled  to  make  sacrifices  in  order  to  meet  the  Union 
Pacific  road  in  Utah. 

With  the  Union  Pacific  road  that  was  not  the  case.  The 
extraordinary  efforts  they  made  were  voluntary  and  were 
made  for  the  purpose  of  securing  as  much  of  the  line  as  pos- 
sible for  themselves.  There  is  a  wide  difference,  therefore, 
between  the  two  companies  and  the  circumstances  surround- 
ing them  in  that  respect.  It  must  always  be  borne  in  mind 
that  but  for  the  acts  of  Congrsss  we  would  have  pressed  for- 
ward with  our  road  ;  that  we  accepted  the  act  of  1862  and 
were  building  under  it  on  our  own  means  and  on  the  offers 
which  it  held  out,  and  that  if  no  other  act  had  been  passed 
it  is  not  probable  the  Union  Pacific  railroad  would  have 
been  commenced.  We  acted  on  this  state  of  affairs  and 
would  have  reached  and  commanded  the  trade  of  the  in- 
terior. When  the  act  of  1864  was  passed  and  large  addi- 
tional aids  were  granted  the  Union  pushed  forward  over  an 
easy  route  and  we  were  by  reason  of  that  act  compelled  to 
make  extraordinary  exertion  to  construct  our  line  and-ob- 
tain  mileage  or  see  all  we  had  done  by  our  own  exertions 
become  worthless.  We  had  the  heavy  work  to  begin  with 
in  all  of  these  respects.  We  stand  on  a  different  footing 
from  the  Union  Pacific  ;  it  had  easy  work  to  begin  with  and 
ran  through  a  rich  and  fertile  country,  and  had  it  only  built 
five  hundred  miles  of  road  the  road  so  built  would  have  paid 
well;  the  reverse  was  true  as  to  the  Central. 

Senator  Hearst  :  You  spoke  awhile  ago  of  your  end  of 
the  line,  the  Pacific  end  of  the  line,  coming  up  to  Utah  and 
capturing  the  trade  mostly  of  Washington  Territory,  Idaho, 
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and  Montana;  how  much  of  that  trade  was  cut  off  by  the 
Utah  Northern  and  the  Utah  Southern  road  ? 

Mr.  Stanford  :  Everything,  so  far  as  supplies  were  con- 
cerned, which  naturally  started  from  this  side  to  go  west ; 
that  was  all  lost  to  us. 

It  is  now  claimed  that  we  ought  to  have  provided  a  sink- 
ing fund  to  meet  the  Government  bonds  when  they  should 
fall  due.  We  did  provide  a  sinking  fund  to  meet  the  first- 
mortgage  bonds  upon  this  line  and  our  other  lines.  This 
fund,  so  far  as  it  is  applicable  to  the  first  mortgage  on  the 
aided  lines,  and  the  greater  portion  of  it  is  so  applicable,  is, 
to  all  intents  and  purposes,  for  the  Government's  benefit. 
To  its  extent  it  reduces  the  first  mortgage.  That  fund  now 
amounts  to  over  $10,000,000  and  before  November,  1898,  will 
amount,  in  all  probability,  to  $22,000,000.  We  did  not  stop 
here.  In  1874,  when  it  became  apparent  that  the  Govern- 
ment would  not  pay  for  transportation  a  sum  which,  with 
5  per  cent,  of  the  net  proceeds,  would  pay  off  the  Govern- 
ment bonds  and  interest  at  maturity,  as  anticipated  at 
the  time  of  the  passage  of  the  act,  we  notified  the  Gov- 
ernment of  this  fact,  and  asked  it  to  join  with  us  in  estab- 
lishing an  adequate  sinking  fund  for  that  purpose.  Noth- 
ing came  of  this.  On  the  12th  day  of  November,  1877,  we 
asked,  in  writing,  that  Congress  should  pass  a  bill  which 
would  provide  such  a  fund,  and  which,  if  passed,  would  have 
prevented  the  present  discussions,  but  Congress  refused. 
We  then,  by  a  resolution  of  our  board  of  directors,  estab- 
lished such  a  fund  ;  a  fund  which,  under  our  then  prosper- 
ous condition,  would  have  been  most  ample;  a  fund  which, 
if  we  had  been  allowed  to  maintain,  even  with  the  falling 
off  of  earnings,  would  have  been  sufficient,  with  our  first- 
mortgage  sinking  fund,  to  reduce  both  debts,  so  that  when 
they  became  due  the  balance  could  have  been  met  without 
any  inconvenience  to  the  company.  The  Thurman  act 
rendered  it  impossible  to  maintain  such  a  fund.  That  act 
was  passed  against  our  objections,  but  by  it  the  Government 
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relieved  us  from  responsibility  and  itself  assumed  that  re- 
sponsibility— most  important  facts. 

To  the  present  time  we  have  met  every  obligation.  There 
has  never  been  a  claim  against  the  Central  Pacific  road 
which  has  not  been  promptly  discharged.  Every  depart- 
ment of  the  Government  can  certify  that  they  have  never 
had  occasion  to  find  fault  with  us  in  a  single  instance  in 
that  respect,  and  the  Government  has  received  all  the  bene- 
fits it  expected  and  a  great  deal  more. 

The  agreement  between  the  Central  Pacific  Railroad  Com- 
pany and  the  Government  constituted  a  contract.  Each 
part}'-  to  the  contract  covenanted  to  perform  certain  things. 
All  those  things  which  the  Government  agreed  to  give  the 
company  were  to  become  the  property  of  the  company  and 
absolutely  subject  to  its  disposition.  If  the  company  built 
and  maintained  the  road,  held  it  subject  to  certain  specified 
governmental  uses,  paid  to  the  Government  5  per  cent,  of 
the  net  proceeds,  and  allowed  the  Government  to  retain  one- 
half  of  the  value  of  the  charges  for  Government  transporta- 
tion, it  fully  performed  its  contract.  If  the  company  had 
given  to  charity  all  it  received  from  the  Government  or  had 
sunk  it  in  the  ocean  either  would  have  been  the  right  of  the 
company  so  far  as  its  legal  relations  with  the  Government 
were  concerned.  All  the  Government  had  the  legal  or 
moral  right  to  claim  was  that  the  company  should  perform 
the  obligations  of  the  contract.  That  it  has  done.  From 
the  day  of  the  organization  of  the  Central  Pacific  Railroad 
Company  down  to  this  hour  it  has  performed  every  obliga- 
tion, public  or  private,  which  it  ever  undertook  to  perform. 

The  Government  in  all  other  cases  submitted  to  a  dis- 
count in  parting  with  its  bonds,  but  in  the  case  of  the  Pa- 
cific railroads  the  Government  has  demanded  the  face  of 
their  paper  and  are  collecting  6  per  cent,  interest  upon  it 
so  that  at  the  date  of  the  maturity  of  the  bonds,  if  we  are 
called  upon  to  pay  the  full  amount,  we  shall  pay  twenty 
million  dollars  to  the  Government  for  which  we  never  had 
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.one  penny — that  is,  the  6  per  cent,  interest  on  the  seven 
million  dollars,  the  difference  between  the  value  of  the  bonds 
the  Government  delivered  to  us  and  the  amount  we  realized 
at  the  end  of  thirty  years,  the  date  of  maturity  of  the  bonds, 
will  amount  to  about  twenty  million  dollars. 

The  Chairman  :  And  you  have  realized  as  much  from  the 
bonds  as  the  United  States  did  from  the  bonds  it  sold  di- 
rectly for  its  own  benefit? 

Mr.  Stanford  :  We  realized  more,  because  we  held  onto 
them  as  long  as  we  could,  but  during  the  time  we  held  on 
we  had  to  pay  interest.  We  had  faith  in  the  ultimate  suc- 
cess of  our  Government  in  the  war,  and  we  hypothecated 
those  bonds,  and  in  that  way  got  a  much  better  price  than 
we  otherwise  should.  We  did  not  sell  any  bonds  at  forty 
cents  on  the  dollar,  but  at  one  time  the  currency  was  down 
so  low  that  it  took  three  dollars  in  currency  to  buy  one  dol- 
lar in  gold,  and.  as  you  know,  all  our  business  over  there 
was  done  on  a  gold  basis. 

Then  the  cost  of  our  supplies  was  enormous.  We  had 
two  engines  on  the  road  that  cost  us  sixty-five  thousand  dol- 
lars, which  could  be  placed  there  to-day  for  fourteen  thou- 
sand dollars.  In  order  to  push  this  road  forward  rapidly  we 
had  a  great  deal  of  the  iron  sent  across  the  isthmus,  and  we 
had  to  pay  sixty  dollars  a  ton  for  that.  The  war  risks  were 
very  great,  insurance  was  very  high,  and  we  had  to  meet  all 
that. 

The  road  cost  us,  no  doubt,  fully  double  what  it  would  have 
cost  had  it  been  built  before  or  subsequent  to  the  war,  aud 
built  in  a  manner  that  contractors  would  ordinarily  build  a 
road  ;  but  it  was  not  optional  with  us.  We  had  to  build  it 
rapidly  or  lose  what  we  had  invested,  and  therefore  we  made 
the  sacrifice. 

Senator  Butler:  When  do  your  bonds  mature? 

Mr.  Stanford:  In  about  ten  years  from  the  present  time. 
Now,  we  are  here,  not  because  we  are  derelict  in  any  of  our 
obligations  to  the  Government,  but  because,  as  the  evidence 
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shows,  our  business  has  fallen  off  very  much  owing  to  the 
reasons  I  have  stated,  and  the  probability  is  that  we  shall  be 
unable  to  meet  our  obligations  at  maturity  if  payment  should 
then  be  insisted  on. 

It  was  anticipated  that  the  Government  business  alone 
would  pay  us  more  than  the  interest;  that  we  would  save 
the  interest  and  pay  a  large  amount  in  addition.  In  all 
the  debates  in  Congress  you  will  observe  that  this  question 
was  discussed.  They  said,  We  are  paying  out  eight  million 
dollars  annually  now  for  transportation  west  of  the  Missouri 
river,  and  the  laws  of  1862  and  1864  required  that  one-half 
of  the  amount  due  us  on  account  of  transportation  should 
go  to  our  credit  with  the  Government,  and  the  other  half 
we  were  to  receive  in  cash.  They  said,  We  have  been  pay- 
ing out  eight  million  dollars.  One-half  of  that  will  be  em- 
ployed to  protect  the  Government,  and  the  companies  will 
have  the  other  four  million  dollars,  and  can  make  that 
amount  of  money. 

But  as  matters  turned  out  they  have  paid  out  less  than  a 
million  dollars,  and  that  did  not  pay  the  interest  on  the 
bonds.  The  Government  in  that  respect  was  disappointed, 
but  the  Government  was  the  gainer  and  the  companies  the 
losers;  the  Government  has  had  the  service  performed  at  a 
rate  so  much  cheaper  than  ever  before.  The  Government 
has  lost  nothing  by  reason  of  that  fact ;  on  the  contrary,  it 
has  been  a  gainer,  because  had  the  business  been  paid  for 
at  the  same  rate  as  formerly  it  would  have  put  into  the 
treasury  of  the  two  companies  four  million  dollars  a  year  and 
an  equal  amount  to  their  credit  in  the  Treasury  of  the 
United  States,  and  we  should  have  had  our  share  of  that 
amount  to  our  credit  to  settle  this  indebtedness. 

But  contemplate  for  a  moment  the  condition  of  that  coun- 
try when  we  first  went  into  it.  In  the  eighteen  hundred 
miles  from  the  Missouri  river  to  the  Sierra  Nevadas  there  is 
not  a  navigable  water-course ;  there  was  no  settlement  ex- 
cept that  of  the  Mormons,  in  Utah.     The  Government  has 
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had  opened  up  to  settlement  all  that  country,  and  if  we  pay 
these  bonds  at  maturity  the  Government  will  enjoy  all 
these  great  benefits  without  having  expended  a  dollar  in 
money. 

It  is  enjoying  these  benefits  now  and  will  for  all  time  to 
come.  You  are  all  more  or  less  familiar  with  the  history  of 
those  times.  A  Pacific  railroad  was  considered  a  very 
doubtful  enterprise  when  first  initiated ;  so  much  so  that  in 
California,  until  the  end  of  1864,  no  one  would  have  any- 
thing to  do  with  it.  It  was  regarded  as  a  hazardous  enter- 
prise, and  to  such  an  extent  that  in  San  Francisco  all  the 
stock  for  which  we  could  get  subscriptions  amounted  to  ten 
shares,  valued  at  one  thousand  dollars.  At  Sacramento 
some  stock  was  subscribed,  caused-by  the  local  feeling  and 
pride  existing  there,  and  they  were  willing  to  do  something, 
but  in  San  Francisco  but  ten  shares  of  stock  were  subscribed 
for,  and  that  subscription  was  made  by  a  foreigner — a 
Frenchman.  Nobody  had  any  confidence  in  it.  It  was 
considered  a  most  reckless  enterprise. 

I  have  been  led  to  say  much  more  than  I  expected  to 
when  I  began,  but  I  wanted  to  show  you  the  circumstances 
under  which  we  commenced  the  building  of  that  road.  It 
was  with  the  idea  that  we  were  not  to  have  competition; 
that  we  would  command  a  country  which  would  probably 
develop,  and,  if  we  could  get  over  the  mountains  at  all,  that 
the  enterprise  would  be  a  great  success. 

And  the  subsequent  history  of  that  line  shows  that  in 
that  respect  we  should  have  made  no  mistake;  and  the 
reason  the  aided  portion  of  the  road  now  is  not  ample  se- 
curity to  the  Government  arises  entirely  from  the  fact  that 
by  the  Government's  own  acts  competing  lines  have  been 
constructed  and  the  business  injured  to  such  an  extent  that 
it  is  doubtful  if  we  have  the  ability  from  the  aided  line 
alone  to  pay  at  maturity. 

Of  course,  it  is  never  supposed  that  a  railroad  will  pay  off 
its  bonds  at  maturity.     I  do  not  know  of  any  railroad  in 
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the  country  which  pays  its  bonded  indebtednes  except  by 
issuing  new  bonds.  As  it  is,  we  have  our  private  sinking 
fund,  and  that  is  now  over  ten  million  dollars.  Gradually 
it  will  take  care  of  these  first-mortgage  bonds,  and  every  dol- 
lar that  goes  into  that  fund  adds  so  much  to  the  advantage 
of  the  Government. 

The  Chairman  :  That  sinking  fund  you  will  take  care  of 
yourselves? 

Mr.  Stanford:  Yes;  and  I  want  to  impress  upon  you 
the  fact  that  before  these  roads  came  in  competition,  with 
the  business  we  were  then  doing,  we  were  able  to  pay  divi- 
dends, and  we  would  have  been  able  to  pay  off  the  Govern- 
ment debt  so  far  that  we  would  have  had  no  difficulty  in 
renewing  a  loan  to  meet  it,  and  were  ourselves  providing  a 
sinking  fund  for  that  purpose. 

When  the  Government  passed  what  is  known  as  the  Thur- 
man  bill  and  took  the  management  of  the  sinking  fund  and 
the  payment  of  the  debt  out  of  our  hands  we  could  not 
make  the  provision  which  the  Thurman  bill  required  and 
also  have  another  fund,  and  it  is  not  our  fault  that  we  do 
not  make  that  sinking  fund. 

Senator  Dawes:  You  would  have  had  the  sinking  fund 
on  that  basis  to  meet  both  ? 

Mr.  Stanford  :  We  have  our  own  private  sinking  fund. 

Senator  Dawes  :  That  sinking  fund  did  not  contemplate 
meeting  both  sets  of  mortgages  ? 

Mr.  Stanford  :  We  have  our  own  private  sinking  fund, 
and  the  way  it  is  going  on  it  will  amount  to  about  twenty- 
two  million  dollars  at  maturity. 

Senator  Dawes  :  If  your  income  had  been  undisturbed  by 
competition  would  your  private  sinking  fund  have  met  both 
classes  of  bonds? 

Mr.  Stanford  :  It  would,  with  the  other  which  we  had 
established,  applicable  alone  to  payment  of  Government 
bonds,  and  which  the  Thurman  act  destroyed,  been  ample 
to  pay  off  the  Government  except  for  this  diversion  of  busi- 


19 

ness  of  which  I  have  spoken,  and  even  with  that  diversion 
the  debt  would  have  been  brought  within  a  very  small 
compass. 

Senator  Dawes  :  My  inquiry  was  whether  this  fund  which 
you  now  call  your  private  sinking  fund  would,  on  the  basis 
on  which  it  was  founded,  have  been  sufficient  to  meet  both 
classes  of  bonds  if  you  had  not  met  with  competition  ? 

Mr.  Stanford  :  No  ;  it  would  have  been  just  the  same  as 
now  ;  it  was  a  fixed  sum. 

Senator  Butler:  What  do  you  mean  by  your  private 
sinking  fund — the  fund  to  take  care  of  your  own  bonds? 

Mr.  Stanford:  I  mean  the  fund  the  railroad  company  set 
apart  to  meet  its  own  obligations — obligations  that  are  a 
prior  lien  to  that  of  the  Government;  but  the  Thurman  bill 
provided  a  sinking  fund  which  I  call  the  public  fund. 

The  Chairman  :  What  was  the  effect  of  that  Thurman  bill 
sinking  fund  ? 

Mr.  Stanford:  It  disappointed  its  promoters.  The  mode 
of  investing  the  fund  was  a  failure ;  and  even  if  the  business 
had  not  fallen  off  by  reason  of  competing  lines  this  defect  in 
the  bill  rendered  it  worse  than  useless. 

Senator  Davis  :  How  much  money  is  there  in  the  Treas- 
ury now  to  the  credit  of  the  company  under  the  provisions 
of  the  Thurman  act? 

Mr.  Stanford  :  That  fund  has  not  accumulated.  The 
Secretary  of  the  Treasury  has  invested  the  money  which  the 
company  has  paid  under  the  Thurman  act  in  Government 
bonds,  paying  an  average  premium  therefor  of  thirty-four 
per  cent.  There  has  been  paid  in  by  the  Central  Pacific 
Company  under  the  Thurman  act  $3,168,600,  the  loss  on 
which,  in  interest  and  premiums,  up  to  August,  1887,  was 
$1,612,966.  In  fact,  all  interest  on  the  fund  has  been  lost, 
and  for  all  practical  purposes  there  is  less  money  in  that  sink- 
ing fund  than  the  amount  paid  in  by  the  company  by  over 
half  a  million  dollars. 

The  Chairman:  That  is  on  account  of  the  purchase  of 
bonds  at  high  prices  ? 
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Mr.  Stanford  :  Yes.  The  Government  bought  those 
bonds  at  a  premium  of  about  136.  They  took  the  money 
that  we  paid  in  to  buy  those  bonds  and  at  maturity  they  will 
only  pay  off  the  debt  at  the  rate  of  one  hundred  cents  on 
the  dollar ;  so  that  there  is  about  five  hundred  thousand 
dollars  of  value  to  us  less  in  that  fund  than  we  have  put 
into  it. 

Senator  Butler  :  By  reason  of  these  high  premiums. 

Mr.  Stanford  :  Exactly. 

Senator  Hiscock  :  But  it  cancels  the  interest  in  the  mean- 
time. 

Mr.  Stanford  :  These  bonds  are  running  at  six  per  cent, 
interest  and  that  money  is  lying  idle.  Of  course  the  bonds 
are  cancelled,  but  it  is  better  to  lie  idle  than  for  them  to  pay 
136  cents  on  the  dollar. 

Senator  Hiscock  :  But  the  credit  goes  into  the  sinking 
fund  and  is  used  in  the  end  to  pay  off  the  debt. 

Mr.  Stanford  :  But,  for  instance,  they  buy  a  thousand- 
dollar  bond  and  pay  this  high  premium,  and  at  its  maturity 
it  will  count  for  only  a  thousand  dollars  and  no  more.  It 
makes  no  difference  what  the  Government  has  paid ;  they 
take  our  money,  and  the  premium  that  is  paid  we  lose. 

Senator  Butler  :  The  interest  which  accrues  on  these 
bonds  in  that  sinking  fund  just  about  squares  off  the  pre- 
mium which  you  pay  for  them  at  maturity. 

Mr.  Stanford  :  Yes  ;  but  we  are  paying  six  per  cent,  in- 
terest on  the  bonds,  and  the  premium  is  a  loss  to  us. 

Senator  Hiscock  :  And  you  do  not  get  any  benefit  from 
the  interest  on  the  bonds  purchased  ? 

Mr.  Stanford  :  The  bonds  draw  interest,  but  that  only  a 
little  more  than  offsets  the  premiums  paid.  We  get  that 
benefit,  but  how  small  it  is. 

Senator  Butler  :  Did  the  operation  of  the  Thurman  act 
interfere  with  what  you  call  your  private  sinking  fund,  or 
is  that  going  on  ? 

Mr.  Stanford  :  That  is  going  on  still. 
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Senator  Davis  :  You  said  a  moment  ago  that  you  hypothe- 
cated Government  bonds  during  the  war  on  account  of  your 
confidence  in  the  Government.  Was  that  done  on  your  in- 
dividual credit? 

Mr.  Stanford  :  Our  credit  was  oftentimes  better  than  the 
credit  of  the  railroad  company. 

Senator  Davis  :  Did  the  promoters  of  the  railroad  pledge 
their  credit  when  they  hypothecated  the  bonds? 

Mr.  Stanford  :  Yes.  For  a  long  time  during  the  construc- 
tion of  the  road  we  borrowed  all  the  money  necessary  on 
our  own  individual  credit.  We  used  the  first-mortgage  bonds 
and  the  Government  bonds  as  collateral,  feeling  confident  all 
the  time  that  they  would  appreciate  in  value.  We  held  them 
as  long  as  possible,  and  when  we  could  not  help  ourselves 
we  sold  them  and  we  sold  our  own  first-mortgage  bonds. 
We  realized  about  seventy-two  cents  on  the  dollar  for  each 
class  of  bonds,  but  there  was  a  time  when  we  sold  our  bonds 
and  realized  only  a  little  more  than  forty  cents  on  the 
dollar. 

Senator  Hiscock  :  You  mean  in  gold  ? 

Mr.  Stanford:  Yes;  that  is  the  kind  of  money  we  used 
in  constructing  the  road.  As  I  have  said,  the  Government 
itself  submitted  to  a  sacrifice  on  its  bonds  in  every  case  ex- 
cept in  dealing  with  these  Pacific  railroads.  They  alone 
had  to  take  those  bonds  and  suffer  the  loss  and  they  are  now 
drawing  6  per  cent.  In  all  other  cases  the  Government 
sold  their  bonds  in  the  market  for  what  the}''  could  get  and 
in  every  instance  lost  the  discount  themselves.  Now,  it 
seems  to  me  that  the  magnificent  results  which  have  been 
obtained  by  the  Government  should  fairly  be  taken  into 
consideration  in  dealing  with  these  questions.  That  point 
I  will  not  argue  now,  but  counsel  will  present  all  those 
things  to  you. 

But  my  object  in  addressing  you  now  was  to  disabuse 
your  minds  of  a  popular  notion  that  the  Central  Pacific  road 
had  not  lived  up  to  its  obligations;  that  it  has  made  large 
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amounts  of  money  at  the  expense  of  the  Government, 
whereas  the  fact  is  it  has  never  made  a  dollar  at  the  expense 
of  the  Government,  and  all  the  values  that  the  company 
has  owned,  whatever  of  wealth  it  has  gathered,  has  come 
from  its  own  creation.  Every  dollar  of  the  Government 
bonds  and  every  dollar  of  the  first-mortgage  bonds  went 
into  the  construction  of  the  road.  The  road  has  developed 
the  country  and  created  values.  For  a  time  the  aided  line 
of  this  road  was  very  valuable.  It  was  earning  largely  in 
excess  of  the  requirements  of  a  fund  necessary  to  meet  the 
Government  debt  and  its  own  first-mortgage  bonds.  Its 
stock  was  selling  at  a  high  price  and  no  one  anticipated  the 
losses  which  it  afterwards  sustained  in  consequence  of  the 
construction  of  competing  lines. 

But  it  is  said  that  we  issued  a  large  amount  of  stock. 
True,  we  did,  but  that  affected  nobody  but  the  stockholders. 
If  the  stock  of  the  Central  Pacific  road  were  to-day  gathered 
in  and  all  excepting  seven  shares  destroyed  it  would  not 
make  any  difference  to  the  Government  or  to  anybody  in 
the  world  except  to  the  stockholders  themselves. 

The  value  of  the  property  does  not  depend  on  the  number 
of  shares  which  are  outstanding.  They  are  the  mere  evi- 
dences of  title,  and  nobod}7  is  or  can  be  interested  in  them 
except  the  stockholders,  and  the  stockholders  are  not  com- 
plaining. 

The  testimony  will  show  that  we  built  other  railroads. 
We  did.  We  built  about  six  thousand  miles  of  railroad  to 
help  level  up  the  country,  but  we  did  not  do  it  at  the  ex- 
pense of  the  Government.  We  did  not  do  it  at  anybody's 
expense  except  our  own,  realized  from  our  own  resources. 
For  instance,  we  planned  the  railroad  and  we  concluded  to 
issue  so  much  stock  and  so  many  bonds.  We  had  a  contract 
company  to  do  the  work. 

Now,  who  was  wronged  by  that?  Nobody.  It  was  of  no 
consequence  to  anybody  in  the  world.  The  great  public 
were  interested  in  having  railroads,  but  it  made  no  differ- 
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ence  about  the  stock  issued  or  who  issued  it,  provided  the 
railroad  was  built,  except  to  the  stockholders.  We  built,  as 
I  say,  about  six  thousand  miles  of  railroad  in  that  way,  and 
transportation  is  consequently  cheap  all  through  that 
country.  Not  one  dollar  belonging  to  the  Central  Pacific 
Company  was  ever  diverted  and  applied  to  building  roads 
which  did  not  belong  to  that  company. 

Senator  Hearst:  Speaking  of  equities,  the  simple  fact 
that  the  Government  in  the  start  to  give  you  a  foundation 
and  a  credit  by  which  you  were  able  to  do  this  work  at  the 
start,  }7ou  admit  is  an  equity  from  the  Government  at  least. 

Mr.  Stanford  :  Of  course.  As  I  have  said  and  as  we  all 
know,  the  Government  paid  out  nothing.  Their  loan  was 
the  credit  which  they  gave  us.  If  they  had  paid  out  their 
money  the  debt  we  owe  would  not  have  been  so  much.  In 
other  words,  they  would  have  parted  with  twenty-seven 
million  dollars,  which  would  have  been  worth  a  great  deal 
more  than  the  amount  we  received.  To  this  time  the  Govern- 
ment has  had  the  benefit  of  the  road  without  paying  any- 
thing but  the  interest.  The  principal  of  the  debt  is  in  the 
Treasury  of  the  United  States  or  has  been  used  to  pay  the 
expenses  of  the  Government.  The  interest  it  requires  us  to 
pay  back.  If  the  Government  never  gets  another  dollar 
back  it  will  have  saved  over  two  hundred  millions  against 
what  it  was  paying  for  the  service  prior  to  the  construction 
of  this  road. 

How  much  value  it  has  been  to  the  Government  to  have 
eighteen  hundred  miles  of  country  developed  I  shall  not 
undertake  to  say,  but  population  has  gone  on,  other  rail- 
roads have  been  built,  and  all  this  is  a  consequence  of  the 
construction  of  this  pioneer  road.  I  do  not  believe  one  of 
the  other  lines  of  road  would  have  been  built  to-day  if  our 
road  had  not  been  a  pioneer  and  shown  the  possibility  of  its 
being  done.  With  double  the  land  grant  the  Southern 
Pacific,  the  Texas  Pacific,  the  Atlantic  and  Pacific,  and  the 
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Northern  Pacific  roads  have  been  pushed  forward,  but  the 
impetus  came  from  the  construction  of  our  road. 

The  Northern  Pacific  road,  running  through  a  magnificent 
section  of  the  country,  with  twice  the  land  grant  that  the 
Central  Pacific  had,  only  completed  its  road  in  1883,  while 
we  completed  our  road  in  1869,  during  a  part  of  which  time 
the  Government  bonds  and  the  first-mortgage  bonds  to- 
gether did  not  equal  the  face  value  of  either  one. 

I  have  stated  substantially  all  that  I  desire,  which  is  that 
we  have  made  no  money  at  the  expense  of  the  Government ; 
that  all  we  derived  from  the  Government  went  into  the  eon- 
struction  of  the  road,  as  can  be  easily  ascertained.  These 
vague  and  uncertain  stories  that  the  company  has  made 
mone}'  at  the  expense  of  the  Government  have  no  founda- 
tion except  in  the  wild  rumors  started  some  years  ago.  In- 
stead of  the  projectors  having  made  money  at  the  expense 
of  the  Government  the  money  was  made  entirely  out  of  the 
values  which  were  created  by  the  company  while  it  de- 
veloped an  empire. 

Senator  Butler  :  Do  you  propose  to  submit  any  proposi- 
tion yourself  as  to  a  settlement  between  the  Government  and 
the  company  ? 

Mr.  Stanford  :  Not  at  present,  for  reasons  which  counsel 
will  give.  Last  winter  Congress  passed  an  act,  as  you  know, 
directing  commissioners  to  inquire  into  certain  equities  be- 
tween this  company  and  the  Government.  That  act  said 
they  should  examine  and  ascertain  how  much  more  it  cost 
the  company  to  give  the  use  of  this  railroad  to  the  Govern- 
ment seven  years  earlier  than  the  contract  required.  It  said 
they  should  ascertain  what  sacrifices  were  made  by  the  com- 
pany on  the  bonds  that  were  loaned  and  what  discounts 
paid.  It  said  they  should  ascertain  the  amount  of  busi- 
ness which  was  diverted  from  the  road  by  reason  of  the  con- 
struction of  other  roads.  Congress  demanded  an  inquiry 
into  these  equities.  In  reading  the  report  of  the  Commission 
one  would  suppose  that  this  question  of  equities  originated 


25 

entirely  with  the  company  and  that  it  had  no  foundation 
because  no  equities  legally  exist.  That  is  fairly  to  be  im- 
plied from  what  they  have  said.  The  contrary  is  the  case. 
Congress  specified  the  equities,  admitted  their  existence,  and 
directed  the  inquiry. 

Our  Mr.  Haymond  will  discuss  all  these  things  more  care- 
fulty.  There  is  a  great  deal  to  be  said  about  them.  It  is 
the  history  of  a  great  work  from  its  inception  and  it  cannot 
be  disposed  of  in  a  few  minutes,  and  my  object  was  simply 
to  place  the  company  in  a  fair  attitude  at  this  time,  so  that 
you  might  consider  its  case  without  prejudice. 

If  we  to-day  had  the  business  that  we  fairly  had  a  right 
to  anticipate  and  that  we  once  enjoyed  there  would  have 
been  no  occasion  for  this  investigation;  we  should  have 
been  able  to  pay  the  debt  in  full;  but  as  it  is  now  we  think 
we  are  fairly  entitled  to  have  the  equities  considered.  There 
is  a  strong  creditor  who  will  reap  all  the  advantages  which 
we  supposed  we  would  reap  from  this  contract,  and  more. 
Now,  Government  has  a  debtor  to  deal  with.  The  question 
is  whether  it  will  be  as  just  as  individuals  dealing  with  one 
another  would  be  under  the  same  circumstances. 

The  money  to  meet  all  these  equities  has  been  saved  to 
the  Government  already  many  times  over.  It  has  saved  the 
difference  between  what  it  would  have  paid  out  and  what  it 
has  actually  paid,  amounting  to  over  two  hundred  millions 
of  doHars.  and  has  obtained  advantages  in  other  ways  which 
I  cannot  begin  to  describe. 

Even  the  land  grant  it  gave  us  has  doubled  the  price  of 
every  alternate  section,  so  that  the  Government  has  really 
given  us  nothing  in  that  direction.  The  land  was  worth 
nothing  before  the  railroad  was  built,  and  now  it  is  worth  a 
great  deal. 

The  Chairman:  You  say  that  the  Government  did  not 
help  you  in  the  building  of  the  road  ? 

Mr.  Stanford  :  They  helped  to  give  us  credit. 

The  Chairman:  But  they  did  not  furnish  you  money? 
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Mr.  Stanford  :  No  ;  not  during  that  time.  We  have  sold 
some  of  these  lands,  but  the  Government  has  not  been  very 
liberal  with  us  even  in  that  respect.  There  is  a  popular 
impression  that  we  have  neglected  to  take  out  land  patents 
so  as  to  avoid  taxation.  There  has  never  been  a  time  since 
our  road  was  completed  that  we  had  not  money  to  pay  for 
surveys,  but  we  have  not,  as  a  rule,  sold  lands  granted  to 
the  road  between  Sacramento  and  Ogden  until  we  had 
them  ourselves.  The  settlers  go  in  and  occupy  them,  and 
when  the  time  comes  when  we  obtain  a  patent  from  the 
Government  we  convey  to  those  people  at  the  accredited 
price,  without  reference  to  any  improvements  that  have 
been  made. 

So  that  we  have  saved  nothing  in  the  way  of  taxes  on 
these  lands  ;  and  besides  we  have  suffered,  I  have  no  doubt, 
a  very  large  amount — our  land  agent  estimates  it  at,  at 
least,  five  hundred  thousand  dollars — by  not'  having  the 
patents  issued  to  us  by  the  Land  Department  at  the  times 
when  they  were  due  to  us  and  when  we  had  money  there  to 
pay  for  the  survey. 

Senator  Davis  :  Have  you  not  been  able  to  get  your  sur- 
veys made  by  the  Land  Department? 

Mr.  Stanford  :  No ;  there  has  been  delay  constantly.  I  do 
not  think  we  have  had  a  single  patent  issued  for  three 
years.  We  have  demanded  patents  from  the  beginning,  and 
the  Government  has  failed  and  refused  to  comply  with  its 
contract.  The  law  provided  that  as  soon  as  the  line  of  the 
road  was  definitely  fixed  the  Government  should  cause  all 
the  granted  lands  to  be  surveyed.  The  surveys  have  not 
yet  been  made.  The  other  roads  across  the  continent,  pass- 
ing through  a  better  country,  have  sold  their  lands  in  ad- 
vance of  the  surveys,  but  in  our  case  we  have  not  been  able 
to  get  money  for  the  lands  because  the  lands  have  not  been 
patented  to  us. 

Now,  if  we  are  required  to  pay  off  this  debt  by  any  arbi- 
trary requirements,  the  burden  will  fall  chiefly  upon  the 
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people  of  Utah  and  Nevada.  They  cannot  very  well  escape 
using  the  road.  Other  business  upon  which  we  anticipated 
making  large  profits  to  enable  us  to  meet  our  obligations  to 
the  Government  have  been  substantially  destroyed  by  the 
acts  of  the  Government  itself.  The  Government  has  had  all 
the  advantages  it  anticipated  and  much  more.  Its  lands 
along  the  line  of  road  have  doubled  in  value,  and  if  the 
bonds  are  paid  at  maturity  it  will  not  have  cost  the  Govern- 
ment one  cent  for  the  construction  of  this  road. 

In  closing  I  desire  to  say  to  the  committee  that  every 
statement  I  have  made  to-day  or  that  is  contained  in  my 
testimony  as  given  before  the  Commission  is  supported  by 
other  evidence  given  before  the  committee;  that  to  it  there 
has  been  and  can  be  no  contradiction. 

The  Chairman  :  Senator  Evarts  introduced  a  bill  in  the 
Senate  March  12,  1888,  "  to  provide  for  the  settlement,  satis- 
faction, and  discharge  of  the  claims  growing  out  of  the  issues 
of  bonds  of  the  United  States  to  aid  in  the  construction  of 
the  Central  Pacific  and  Western  Pacific  railroads."  Is  that 
a  proposition  from  your  company  ? 

Mr.  Stanford  :  Not  exactly ;  but  I  have  no  doubt  the 
railroad  company  would  agree  to  that  bill  with  a  few  slight 
amendments.  While  I  was  cognizant  of  the  fact  of  that  bill 
being  prepared,  I  was  absent  from  the  city  at  the  time  and 
did  not  see  it  until  after  its  introduction.  I  think  it  will 
need  some  amendments  very  likely. 

The  Chairman:  But  in  the  main  that  bill  is  satisfactory 
to  you? 

Mr.  Stanford  :  It  is,  in  the  main  ;  but  I  think  if  Con- 
gress will  allow  to  the  company  the  equities  fairly  due  it 
they  may  want  to  modify  the  terms  of  payment  considera- 
bly. I  was  doubtful  whether  to  ask  in  this  bill  any  arrange- 
ment for  the  pa}nnent  of  balances  that  might  be  found  due. 
The  first  thing  is  to  ascertain  what  is  due,  and  I  want  a 
court — I  do  not  care  whether  you  take  the  present  existing 
court   or  whether   a   court   is  created,  but  I  want  a  full, 
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thorough,  and  impartial  investigation  of  all  matters  in  con- 
troversy. There  have  been  so  many  rumors  in  regard  to 
this  whole  subject  and  so  many  loose  statements  that  a  court 
should  investigate  it  in  order  to  satisfy  everybody  as  to  what 
is  fair  between  the  company  and  the  Government.  That 
there  are  equities  Congress  itself  has  recognized  by  direct- 
ing the  commissioners  to  make  inquiries  into  them. 

In  conclusion,  Senator  Stanford  said  he  desired  the  com- 
mittee in  framing  new  legislation  applicable  to  the  company 
to  bear  in  mind,  among  other  things,  first,  that  the  company 
has  performed  all  its  obligations;  second,  that  it  had  saved 
enormous  sums  of  money  for  the  Government;  third,  that 
it  never  made  a  cent  at  the  expense  of  the  Government  or 
the  people ;  fourth,  that  die  cost  of  the  road  was  doubled 
by  the  tremendous  expedition  of  its  construction,  from  which 
the  Government  received  great  benefit;  fifth,  that  the  debt 
owed  to  the  Government  will  not  be  due  for  ten  years;  and, 
sixth,  the  relation  of  the  United  States  to  the  Central  Pacific 
is  that  of  a  contract  which  the  Government  has  no  justi- 
fication to  violate. 
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National  Ownership  of  Railroads 


The  time  is  ripei  The  hour  has  come.  The  necessity  is  urgent 
for  Government  Ownerships  of  Railroads  and  Telegraphs.  Delay- 
endangers  the  existence  of  free  institutions.  Any  attempt  to  su- 
pervise and  control  them  effectually  has  proven  and  is  impos- 
sible. Control  means  an  attempt  by  acts  of  Congress  and  of 
Legislatures  to  create  Commissions  empowered  to  fix  sched- 
ules of  rates  and  tolls.  These  methods  have  been  conclusively 
demonstrated  to  be  impossible  to  execute.  In  our  form  of  Gov- 
ernment, the  final  refuge  of  despotism  and  monopoly  is  in  the 
courts.  The  courts  have  emphatically  decided  that  neither  Con- 
gress nor  the  States,  by  legislation  or  commission,  can  provide  for 
or  put  into  operation  any  schedules  of  rates  or  tolls,  to  bind  a  rail- 
way, which  cannot  be  restrained  by  injunction,  and  declared  void 
either  by  a  State  or  United  States  court,  if  upon  hearing  such  court 
deems  it  unreasonable  The  courts  say,  that  if  the  schedules  fixed 
by  the  power  of  law  are  not,  in  the  opinion  of  the  court,  reasonable, 
then  it  amounts  to  a  taking  of  private  property,  for  public  use, 
without  just  compensation,  and  is  forbidden  by  the  Constitution  of 
the  United  States.  This  has  been  decided  by  the  Supreme  Court 
of  the  United  States  in  the  cases  of  Stone  vs.  the  Farmers'  Com- 
pany, 116  U.  S.  Rep.,  p.  307,  and  in  Dow  vs.  Beidleman,  125  U.  S. 
Rep.,  p.  680;  also  in  U.  S.  Circuit  Court,  in  35  Fed.  Rep.  880-886; 
also  by  decisions  of  the  courts  of  last  resort  of  many  States,  which 
are  quoted  in  the  late  case  of  Water  Works  vs.  San  Francisco,  82 
Cal.  Rep.,  p.  286,  where  it  was  held  that  even  where  the  constitu- 
tion empowered  a  board  to  fix  rates  absolutely,  it  could  be  re- 
strained by  the  court  if  it  thought  other  and  higher  rates  proper. 

The  final  absolute  decision  of  our  courts  therefore  is,  that  the 
power  to  fix  rates  is  in  the  courts,  and  cannot  be  placed  elsewhere. 
What,  then,  is  the  rule  adopted  by  the  courts?  It  is  this:  that  the 
rates  must  pay — first,  the  interest  on  the  railway  debts;  second,  all 
its  operating  expenses;  and  third,  a  fair  dividend  on  its  capital 
stock.  What  these  sums  amount  to  must  be  determined  by  evi- 
dence, and  the  evidence  is,  first,  the  bonds  and  interest-bearing 
debt;  second,  the  capital  stock  as  fixed,  or  increased;  third,  the 
expenses  of  operation  shown  by  the  books  of  the  company — because 
no  one  is  in  a  position  to  disprove  these  books,  even  if  falsely  kept, 
as  to  operating  accounts. 

This  amounts  therefore  to  allowing  the  company  to  fix  its  own 
rates,  despite  and  in  defiance  of  any  attempt  to  regulate.  So  if  the 
Farmers'  Alliance  were  in  possession  of v  every  branch  of  Govern- 
ment in  States  and  Nation,  it  would  be  helpless  to  regulate  or  con- 
trol railways.  Every  law  or  schedule  would  be  immediately  stayed 
by  the  injunction  of  a  court. 


^ 
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This  was  done  when  Judge  Brewer,  by  injunction,  forbade  the 
State  of  Iowa  to  put  its  schedule  of  rates  into  operation,  at  the  suit 
of  the  Chicago  and  Northwestern  Railway  Company.  It  was  done 
when  the  Supreme  Court  of  California  prohibited  the  City  of  San 
Francisco  from  putting  its  schedule  of  water  rates  into  operation — 
and  that  such  is  to  be  the  course,  wherever  control  is  attempted,  is 
squarely  asserted  by  Mr.  C.  P.  Huntington  in  an  interview  pub- 
lished in  the  Examiner  at  San  Francisco  on  April  4,  1892.  When 
he  was  asked  what  would  be  done  if  any  political  action  should  be 
taken  by  the  "Merchants'  Traffic  Association"  to  compel  a  reduc- 
tion of  rates,  his  answer  was  as  follows: 

"I  will  say  that  the  association  may,  or  may  not,  draw  the  com- 
pany into  politics.  I  think  not;  but  if  the  Legislature  of  the  State 
passes  acts  tending  to  destroy  the  value  of  our  property,  we  shall 
have  to  call  for  protection  upon  the  Judicial  arm  of  the  Government.' " 

This  proves  that  henceforth  the  above  doctrine  established  by 
the  courts  is  to  be  the  shield  of  monopolies.  They  can  increase 
stock  and  bonds  at  pleasure.  So  that  no  income  would  be  so  large 
but  they  could  show  that  it  was  required  to  pay  interest,  operating 
expenses  and  dividends.  They  have  the  Supreme  Court  of  the 
United  States  committed  to  this  doctrine.  These  Judges  hold  office 
for  life  or  good  behavior.  Are  we  to  permit  public  common  carriers 
to  lay  the  producer  under  tribute  for  all  time,  by  fixing  their  own 
rates,  by  taking  ''all  the  traffic  will  bear?" 

The  railway  has  become  the  great  highway  of  nations.  The 
producer  must  have  railroads,  more  and  more  of  them,  of  the  great- 
est efficiency  and  operated  at  the  least  proper  cost.  It  is  a  function 
of  Government  to  own  and  control  all  public  highways.  Corpora- 
tions which  own  railroads  and  seek  the  largest  possible  dividends 
cannot  be  trustees  for  the  people.  They  simply  seek  their  own 
profit.  How  then  can  the  public  contiol  them  without  owning 
them  ?  It  is  idle  to  say  you  will  favor  ownership  by  the  Govern- 
ment if  control  fails,  because  every  effort  to  control  them  has,  and 
of  necessity  must,  fail,  until  the  people  own  and  operate  them. 
How  can  you  expect  to  join  such  inconsistent  things  as  private 
ownership  and  public  control  ?  The  right  to  control,  to  fix  rates,  is 
the  very  essence  of  property  and  of  ownership.  He  who  cannot  con- 
trol, does  not  in  fact  own  property.  If  we  seek  by  boards,  commis- 
sions, legislatures,  congresses  or  courts,  to  frame  methods  and 
sources  to  control  railroads,  the  inevitable  law  of  self-interest  will  im- 
mediately induce  the  owner  to  ow?i  also  these  boards  of  control,  by 
which,  as  we  have  seen,  all  such  commissions,  legislatures,  con- 
gresses and  courts  are  elected,  packed,  owned  by  that  monopoly. 
So  that  railroads  may  say,  as-  did  Louis  XIV  in  the  supremacy  of 
his  despotism,  "I  am  the  State."  They  are  the  State.  They  are 
the  Government,  because  those  who  own  must  control  or  perish. 
Here,  then,  is  an  "irrepressible  conflict,"  continuous  iu  its  nature. 
Lincoln  said  we  could  not  live  half  slave  and  half  free.    So  we  cannot 


live,  and  control  Government,  unless  we  remove  the  incentive  of 
railroads  to  control  our  Government,  and  there  is  but  one  way  to 
do  this — we  must  own  the  railroads  or  be  owned  by  them.  There 
is  no  middle  ground.  Experience  has  already  proven,  what  an 
inevitable  law  of  industry  and  private  enterprise  dictates. 

Other  Governments  own  and  operate  railroads  most  beneficially 
to  the  people.  Why  should  we  not  do  so  ?  Further  reference  in 
detail  to  this  will  be  made  in  another  place  in  this  discussion.  But 
it  is  no  very  great  matter  financially  for  the  people  to  obtain  these 
roads,  or  duplicate  them  by  construction.  We  felt  no  wonderful 
strain  in  paying  over  six  thousand  millions  of  dollars  in  a  war  to 
abolish  slavery.  There  every  dollar  was  outgo.  No  basis  was  laid 
for  future  income.  But  we  can  obtain  all  the  railroads  for  less  than 
that  sum,  and  in  addition  save  the  people  over  five  hundred  mill- 
ions of  dollars  per  year  at  once,  in  tolls,  and  more  and  more  in  the 
future,  and  at  the  same  time  substantially  end  a  source  of  corrup- 
tion which  will  subvert  the  Republic  if  permitted  to  continue. 

L,et  us  examine  figures: 

The  railways  had  on  January  i,  1891,  in  the  United  States, 
163,420  miles  of  road,  capitalized  as  follows: 

Capital  stock $  4.640,239,578' 

Funded  debt 5, 105,902,025 

Unfunded  debt    376,494,297 

Current  debt. 27i,i45,22o> 

Total  capitalization $10,393, 781, i2o> 

The  total  revenues  for  the  year  were $  1,199,722,053 

Expenditures  reported 1,147,781,393. 

Which  were  made  up  as  follows: 

Interest $      226, 799, 682 

Rents  and  interest  paid 59,129,924 

Miscellaneous 35, 174,333 

(Pretended)  operating  expenses 744,373,838 

Dividends 82,303,616 

Total $  1,147,781,393 

Excess  of  total  revenue  over  payments  was  $51,990,660,  which 
if  added  to  the  $82,303,616  above  mentioned,  and  also  paid  in  divi- 
dends, would  have  made  total  yearly  dividend  on  this  watered  capiital 
stock  apparently  less  than  3  per  cent.  So  if  all  the  railroads  were 
under  one  management  they  could  by  their  books  compel  the  courts 
to  prevent  any  reduction  of  present  charges.  When  we  remember 
that  they  can  increase  bonds  and  stock  almost  at  pleasure,  it  is 
easily  seen  that  they  can  defy  any  attempt  at  honest  regulation. 

The  total  honest  value  of  these  railways  is  very  little,  if  any, 
over  $4,000,000,000  (four  billions).  But  as  these  bonds  and  this 
stock  are  held  by  what  the  law  calls  third  parties,  the  court  adopts 
the  rule  that  it  cannot  disturb  vested  rights,  therefore  it  will  give 
interest  and  dividends  on  watered  stock. 

The  tendency  to  consolidation  is  so  great  that  in  a  short  time 
all  our  railways  will  be  in  very  few  and  finally  in  one  company- 


Imagine  the  political  despotism  of  such  a  syndicate!  At  present, 
although  there  are  on  paper  over  1700  companies,  yet  41  companies 
operate  77,872  miles,  and  74  companies  receive  80  per  cent  of  the 
amount  paid  for  railway  service.  C.  P.  Huntington  has  announced 
his  desire  to  see  all  railroads  in  the  United  States  under  one  Syndi- 
cate— thus  they  could  more  easily  escape  every  attempt  at  control; 
and  to  evade  the  last  vestige  of  any  law  which  can  affect  them  they 
will  soon  be  under  one  management. 

A  portion  of  what  can  be  saved  by  Government  ownership  is 
stated  in  the  Arena  by  Mr.  Davis,  a  practical  railroad  man,  as 
follows  : 

Savings  from  consolidations  of  depots  and  staffs $  20,000,000 

Savings  from  exclusive  use  of  shortest  routes 25,000,000 

Savings  in  attorney's  salaries  and  legal  expenses 12,000,000 

Savings  from  abrogation  of  the  pass  evil 30,000,000 

Savings  from  abrogation  of  commission  system 20,000,000 

Savings  from  dispensing  with  high-priced  officers  and  staffs 4,000,000 

Savings  by  disbanding  traffic  associations 4,000,000 

.Savings  by  dispensing  with  Presidents,  etc 25,000,000 

.•Savings  by  abolishing  (all  but  local)  officers  and  solicitors,  etc 15,000,000 

Savings  of  five-sevenths  of  advertising  account 5,000,000 

Total $160,000,000 

In  addition  to  this  there  would  be  saved  : 

The  annual  political  corruption  fund $  30,000,000 

Secret  rebates  to  directors,  etc. ,  who  compose  various  trusts  and 

combinations 50,000,000 

All  dividends  and  surplus 134,000,000 

Total $214,000,000 

Add  Mr.  Davis'  figures 160,000,000 

Total $374,000,000 

Now,  if  the  Government  paid  $5,000,000,000  to  obtain  these 
roads,  at  least  $1,000,000,000  would  be  paid  in  currency  issued  for 
that  purpose.  Personally  I  am  opposed  to  any  bonds  ;  but  if  the 
remainder,  $4,000,000,000,  drew  interest  at  2  per  cent,  the  interest 
charge  would  be  only  $80,000,000,  against  $226,000,000  paid  now 
by  the  roads,  which  would  save  $146,000,000  yearly  in  interest, 
which  added  to  the  above  would  make  the  total  savings  by  the 
people  Jive  hundred  and  twenty  millions  of  dollars  per  year  at  once. 

But  it  is  said  by  objectors  that  the  employment  of  so  many 
persons  would  perpetuate  a  party  in  power.  This  idea  is  carefully 
fostered  and  put  forward  by  monopolists — who  at  every  age  ot  the 
world  are  ready  to  oppose  great  reforms,  by  special  pleading — and 
by  appeals  to  false  fears  natural  to  the  conservatism  of  mankind. 
Forty  years  ago,  millions  of  our  people,  the  vast  majority  of  the 
nation,  admitted  the  intolerable  evils  of  African  Slavery,  and  were 
willing  to  abolish  it,  but  they  were  held  back  because  they  were 
made  to  believe  it  could  not  be  done  without  anarchy  and  mas- 
sacre.     They  feared  that  the  emancipated  slaves  would  rise  en 


masse,  attempt  to  exterminate  their  former  masters,  and  deluge  the 
South  with  bloodshed.  This  argument  was  put  forth  by  able  men, 
as  well  as  by  party  expediency,  and  the  vast  majority  honestly  be- 
lieved it,  just  as  many  now  believe  that  one-twentieth  of  the 
people,  if  employed  by  the  Government,  would  perpetuate  a  party 
in  power,  against  the  will  of  the  nineteen -twentieths  who  were  not 
in  public  service.  Well,  the  war  came ;  the  slaves  were  emanci- 
pated. None  of  the  fears  of  alarmists  were  realized.  No  slave 
attempted  any  insurrection.  Then  those  men  who  had  so  feared 
said  to  themselves  :  Why,  I  might  have  seen  there  was  no  such 
danger.  One  might  see  that  four  millions  of  creatures,  desirous  of 
freedom,  would  not  rise  up  and  become  murderers  because  their 
condition  was  improved — and  I  might  have  seen  that  four  millions 
of  negroes  could  not  hope  to  exterminate  six  times  as  many  whites 
and  therefore  they  would  make  no  attempt  of  the  kind.  None  of 
the  evils  which  monopolies  point  out  ever  happen.  Gold  men  of 
Wall  Street  have  cried  out  for  years,  that  even  limited  silver  coin- 
age would  ruin  the  country,  but  it  has  not  done  so.  But  there  are 
many  other  complete  answers  to  this  objection,  about  perpetuating 
party  power.  The  ownership  of  railroads  by  the  people  would,  in- 
stead of  perpetuating  the  power  of  any  party,  be  a  cause  for  the 
defeat  of  any  unfaithful  party,  much  sooner  than  now.  The  reason 
why  Government  officials  appear  to  have  undue  activity  in  politics 
is  because  they  are  the  only  persons,  outside  of  monopolies,  who 
always  feel  their  interest  directly  connected  with  the  Administration. 
This  is  so,  because  the  mass  of  people  find  that  the  Government 
does  not  perform  any  function  in  any  branch  of  industry.  But  the 
moment  the  whole  telegraphic  and  transportation  business  passes 
to  public  direction  and  control,  that  moment  every  producer  and 
consumer  will  come  to  see  and  feel  himself  closely  connected  with, 
and  interested  in,  the  Administration,  and  any  Administration,  in 
the  least  degree  false  to  that  great  trust  would  be  deposed  from 
power,  by  overwhelming  majorities. 

Again,  the  number  of  persons  employed  in  connection  with 
Railways,  who  are  voters,  is  about  six  hundred  thousand,  or  less 
than  one  out  of  twenty  of  the  thirteen  millions  of  persons  now  en- 
titled to  vote.  What  sane  man  can  suppose  that  these,  if  they 
acted  as  a  unit  (which  could  never  be),  could  uphold  any  adminis- 
tration against  the  millions  of  people  who  would  be  more  than  ever 
desirous  of  good  government.  Add  every  officeholder,  postmas- 
ter, telegraphic  agent,  and  person  in  the  public  service  of  the 
United  States,  and  the  whole  is  less  than  one  out  of  seventeen 
voters.  To  say  that  such  can  establish  despotism  or  injure  popu- 
lar right,  is  an  argument  suited  only  for  a  person  who  believes  all 
men  mad  and  fit  only  for  Asiatic  forms  of  government. 

But  these  employees  are  all  citizens,  and  like  ourselves,  inter- 
ested to  have  good  times  and  prosperity,  which  is  the  end  of  gov- 
ernment. 

Again,    the   employees   of  Government    when    railways    and 


telegraphs  pass  to  public  control,  will  be  under  a  rigid  system  of 
Civil  Service,  and  none  but  the  very  Chief  Commissioners  of  trans- 
portation can  be  dismissed  with  a  change  of  Administration,  and 
those  only  for  cause.  Should  it  be  found  advisable,  those  in  public 
employment  might  be  required  to  refrain  from  primaries  and  nom- 
inating conventions.  Our  Federal  Constitution,  supposing  Presi- 
dential Electors  would  act  as  a  deliberative  body,  prohibits  any 
person  in  public  service  from  being  appointed  as  a  Presidential 
Elector. 

Hitherto  no  restraint  by  way  of  Civil  Service  has  been  placed 
upon  officeholders,  and  they  have  at  times  been  quite  active  in 
politics.  But  they  cannot  be  compared  to  employees  who  would  be 
under  regulations,  which  would  be  of  necessity  rigid,  and  strictly 
enforced  by  a  department  answerable  to  the  people  for  national  trans- 
portation. 

But  officeholders  have  never  had  much  weight  where  any  real 
principle  was  at  issue  between  parties.  Their  influence  is  never 
important,  except  when  parties  are  so  little  divided  as  to  leave  the 
mass  of  voters  indifferent  as  to  who  succeeds  ;  and  parties  change 
readily,  despite  their  efforts.  The  following  quotation  from  an 
editorial  in  the  ''Chronicle,'"  San  Francisco,  February  9,  1890,  ex- 
presses the  matter  clearly  : 

'  'The  argument  often  advanced  against  the  ownership  of  rail- 
ways by  the  Government  of  the  United  States  is  that  the  railroads 
would  be  converted  into  mere  political  machines,  and  that  a  party 
once  in  power,  would  be  irrevocably  lodged  there,  by  virtue  of  the 
political  influence  it  could  exert  through  the  medium  of  the  Gov- 
ernment Railways.  This  is  about  on  a  par  with  the  assertion  made 
every  four  years,  that  the  Administration  cannot  be  defeated  on 
account  of  the  army  of  officeholders  ;  but  it  has  taken  only  four 
years  to  doubly  disprove  such  an  assertion.  The  Republicans  had 
the  officeholders  in  1884,  and  were  beaten;  the  Democrats  had  them, 
rank  and  file,  in  1888,  and  they  were  beaten.  It  is  the  people  who 
elect  Presidents  and  Congressmen." 

The  soundness  of  this  illustration  is  more  forcibly  shown  by 
the  fact  that  although  the  Republicans  were  in  full  possession  of 
the  offices,  and  of  every  branch  of  Government,  at  the  Congressional 
elections  of  1890  they  elected  only  88  Congressmen  out  of  333. 

Experience  has  also  proven  that  the  people  resent  nothing 
more  quickly  than  an  attempt  of  officeholders,  or  the  Administration, 
to  control  elections.  In  New  Yorkt  in  1882,  the  favorite  for  Gover- 
nor with  the  Republican  masses  was  Cornell,  but  the  Administra- 
tration  at  Washington,  by  its  officeholders,  secured  the  nomination 
of  ex-Judge  Folger,  and  although  he  was  a  man  of  splendid 
abilities  and  irreproachable  character,  the  resentful  Republican 
voters  from  the  farms  and  workshops  defeated  him  by  almost  two 
hundred  thousand  majority,  merely  because  of  the  undue  inter- 
ference of  officeholders. 


Again,  the  operation  of  railways  and  telegraphs  is  no  experi- 
ment, but  a  matter  most  satisfactorily  tested  by  several  nations. 
Telegraphs  are  operated  by  Government  in  Great  Britain  and  many 
of  the  countries  of  Europe.  The  advantages  of  a  genuine  Govern- 
ment Postal  Telegraph  have  been  demonstrated  by  the  public 
speeches  and  writings  of  Hon.  Chas.  A.  Sumner  better  than  I  can 
hope  to  do,  and  further  discussion  of  this  branch  is  unnecessary. 
Railroads  are  owned  by  Government  in  Belgium,  India,  Hungary 
and  Australia,  and  to  some  extent  in  other  countries..  France  has 
conditioned  all  railway  franchises  to  obtain  a  reversion  to  the 
State,  at  a  certain  period,  of  all  such  property.  There  is  no  place 
where  public  ownership  has  not  proven  advantageous.  In  Belgium 
the  average  rate  for  passengers  is  only  one  cent  per  mile.  In  India 
the  roads  and  depots  are  in  splendid  condition,  and  rates  very  far 
below  those  in  the  United  States ;  in  some  cases  about  one-sixth  of 
our  charges. 

In  Hungary,  State  ownership  has  compelled  managers  of  pri- 
vate companies  to  admit  the  superior  wisdom  of  State  regulations  ; 
although  at  the  outset  they  said  the  State  could  not  wisely  con- 
trol. The  State  determined  to  establish  zones,  or  belts  of  distance, 
in  which  the  charges  should  proportionately  decrease  from  a  given 
center,  becoming  proportionately  less  where  population  was  sparse, 
thus  helping  those  producers  remote  from  markets,  and  the  result 
was  amazing.  In  a  single  year  the  passenger  travel  on  5000  miles 
of  road  grew  from  5,186,277  to  13,060,751.  There  was  likewise 
large  increase  in  freights,  and  a  relative  decrease  in  operating  ex- 
pense. 

The  comparison  for  charges  there,  and  for  the  same  distances, 
as  near  as  may  be,  in  California,  taking  San  Francisco  as  a  center, 
are  shown  by  the  following  striking  table. 

HUNGARY.  PACIFIC   COAST. 

Miles.                                              Fare.         Miles.  Fare. 

Up  to    16 $0  22  San  Leandro,  16 $  o  35 

Up  to    25 o  43  Pinole,  24  o  70 

Up  to    34 o  65  Benicia,    33 > 1  00 

Up  to    43   o  87  Santa  Clara,  43   1  25 

Up  to    53 1  09  Antioch,  54 1  50 

Up  to    63 1  31  Batavia,  65 2  30 

Up  to    72 1  53  Tremont,  72 , . .  . .  2  60 

Up  to    81 1  75  Santa  Cruz,  82 2  80 

Up  to    91 1  96  Sacramento,  90 3  30 

Up  to  100 2  18  Arcade,  98 3  50 

Up  to  109  2  40  Roseville,    108 3  60 

Up  to  125 2  62  Sheridan,  126 4  10 

Up  to  141 2  84  Marysville,  142 4  60 

Over    141 3  50  Humboldt,  374 16  55 

To  Fiume,  375 3  50  B.  Mountain,  474 21  55 

To  Predeal,  478 3  50 

The  above  figures  are  for  first-class  travel.  Second-class  tickets  in 
Hungary  cost  about  16  per  cent  less,  and  third-class  50  per  cent.  On  slow 
trains  the  fares  are  still  lower. 

It  will  be  seen  that  this  plan  benefits  the  producers  remote 
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from  centers  of  population,  as  well  as  consumers  in  those  centers, 
by  giving  freights  lower  in  proportion  to  the  farmers  who  are  re- 
mote. This  is  just  what  the  Pacific  Coast  especially  needs,  and 
would  get  under  Government  ownership.  A  farmer  here  works 
just  as  hard  as  one  in  New  Jersey  or  Illinois,  and  by  a  system  of 
fares  and  freights,  which  is  lower  and  lower  proportionately,  as 
distance  increases  from  Chicago  or  New  York,  the  remote  farmer 
is  enabled  to  get  for  his  produce  very  nearly  what  the  one  near  to 
those  markets  obtains;  thus  distance  is  overcome,  and  value  of  sim- 
ilar labor  more  nearly  equalized  by  State  action,  for  which  purpose 
a  wise  Government  ought  to  exist.  If  now  we  turn  to  Australia 
we  find  the  State  railways  of  Victoria,  which  has  a  Government 
practically  as  democratic  as  our  own,  making  a  grand  success  of 
Government  railways,  where  no  one  but  the  State  is  permitted  to 
build  or  operate  them.  The  "Chronicle"  in  an  editorial,  February 
9,  1890,  referring  to  this  matter,  says  : 

"Instead  of  letting  corporations  build  the  railroads,  and  giving 
land  away  to  induce  them  to  do  this,  Victoria  has  kept  its  land  and 
built  its  own  railroads.  Seven  years  ago  the  income  from  the  rail- 
roads was  $9,000,000;  in  1886-7  it  was  $12,265,000,  and  last  year 
it  was  $16,500,000.  *  *  *  In  addition,  Victoria  owns  not  only 
the  postal  business,  as  the  United  States  does,  but  all  the  express 
business  and  all  the  telegraph  business,  and  last  year  the  profit  on 
these  was  over  $2,000,000.  *  *  *  It  will  not  be  many  years 
before  the  profits  on  the  railroads  will  pay  all  the  expenses  of 
Government. " 

The  above  figures  are  net  ^ncome  or  profit,  as  for  the  same  year 
the  total  surplus  of  Victoria  (over  operating  expenses  on  railroads, 
telegraph  and  postal  business)  was  $34,400,000. 

Victoria  is  about  the  size  of  Kansas ;  has  a  population  of 
eleven  hundred  thousand,  with  about  2500  miles  of  railroad  and  10,360 
miles  of  telegraph  wires.  Although  wages  are  higher  there  than 
the  average  in  the  United  States,  these  railroads  had  cost  only 
about  one-half  as  much  per  mile  as  those  of  the  United  States  are 
capitalized  at.  In  proportion  to  her  population  the  ratio  ot  persons 
in  public  service  is  about  the  same  as  would  be  in  the  United 
States  under  public  ownership  of  railways  and  telegraphs,  yet  no 
one  has  perceived  any  danger  of  perpetuating  any  party  in  power, 
but  the  Administration  stands  or  falls  on  questions  of  policy  as 
approved  or  rejected  by  the  people. 

What  other  answers  to  this  objection  of  perpetuating  party 
power  are  needed  ?  The  objection  falls  flat  before  reason  and  experi- 
mental demonstration. 

But  let  us  view  the  question  of  perpetuating  power,  from  the 
opposite  side,  namely,  from  the  view  which  we  have  before  our  eyes 
of  our  Government  now  controlled  by  private  railroad  corporations. 
Why  will  men  look  to  a  future  mythical  and  impossible  danger 


of  party  domination  by  Government  railroads — when  already, 
at  this  hour,  the  Government  is  an  industrial  despotism 
controlled  by  political  parties,  who  are  dominated  and  moved  like 
puppets,  at  the  behest  of,  and  in  the  interest  of  private  monopolies  ? 
Let  the  following  undisputed  statements  of  commercial  bodies 
and  statesmen  receive  the  candid  thought  of  our  people.  The  New 
York  Board  of  Trade  and  Transportation,  one  of  the  most  conserv- 
ative bodies  of  merchants  in  the  Uuited  States,  issued  a  circular 
statement  upon  the  dangers  and  corruptions  of  railroad  domination 
containing  the  following  extracts  : 

"When  and  where  has  the  world  ever  seen  such  aggregations 
of  wealth  as  have  been  suddenly  accumulated  by  the  carrier  taxing 
the  producer  and  merchant  ? 

'  'The  corruption  of  our  elections,  legislatures  and  courts — the 
undermining  of  the  very  foundations  upon  which  our  forefathers 
based  our  free  institutions — the  spectacle  exhibited  to  the  young, 
of  chicanery  and  fraud  conferring  the  highest  prizes  of  society  upon 
its  most  unscrupulous  and  unworthy  members — these  are  features 
of  our  modern  life  which  suggest  in  the  strongest  manner  a  future, 
if  not  a  present,  for  our  country,  '  Where  wealth  accumulates  and 
men  decay.' 

"If  any  are  disposed  to  question  the  truth  of  this  picture  let 
them  consider  a  few  undisputed  facts.     It  is  not  disputed: 

''''That  they  control  absolutely  the  legislatures  of  a  majority  of 
the  States  in  the  Union  ;  make  and  unmake  Governors,  United 
States  Senators  and  Congressmen,  and  under  the  forms  of  popular 
government  are  practical  dictators  of  the  governmental  policy  of 
the  United  States. 

' '  That  within  twenty  years  two  hundred  million  of  acres  of  the 
public  lands  have  been  given  to  corporations,  equal  to  about  four 
acres  for  every  man,  woman  and  child  in  the  United  States. 

"  That  this  wealth  and  power  has  been  acquired  largely  through 
bribery  and  corruption.  Mr.  Gould  testified  in  1873  that  he  con- 
tributed money  to  control  legislation  in  four  States,  and  it  was 
proven  that  the  Erie  road,  in  a  single  year,  under  his  management,, 
disbursed  more  than  $1,000,000  for  this  purpose. 

"That  because  Senator  Thurman  was  active  in  compelling  the 
Pacific  railroads  to  fulfill  their  contracts  with  the  Government,  that 
honest  man  and  able  statesman  could  not  return  to  the  United 
States  Senate. 

"That^E.  D.  Worcester,  Treasurer  of  the  New  York  Central 
Railroad,  testified  before  the  late  Constitutional  Convention  of 
the  State  of  New  York  that  that  road  paid  $205,000  one  year 
and  $60,000  another  to  obtain  legislation,  and  that  it  was  ob- 
tained." 

Hon.  David  Davis,  once  a  Judge  of  the  Supreme  Court  and  a 
Senator  of  the  United  States,  thus  indicates  the  serious  nature  of 
the  problem  before  us  : 
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"The  rapid  growth  of  corporate  power  and  the  malign  influ- 
ence which  it  exerts  by  combination  on  the  National  and  State 
Legislatures,  is  a  well-grounded  cause  for  alarm.  A  struggle  is 
pending  in  the  near  future  between  this  overgrown  power,  with 
its  vast  ramifications  all  over  the  Union,  and  a  hard  grip  on 
much  of  the  political  machinery,  on  the  one  hand,  and  the  people 
in  an  unorganized  condition  on  the  other,  for  control  of  the 
Government.  It  will  be  watched  by  every  patriot  with  intense 
anxiety." 

The  former  Secretary  of  the  Treasury,  Mr.  Windom,  in  a 
letter  to  the  President  of  the  Anti  Monopoly  League,  says  : 

"The  channels  of  thought  and  the  channels  of  commerce  thus 
owned  and  controlled  by  one  man,  or  by  a  few  men,  what  is  to  re- 
strain corporate  power,  or  to  fix  a  limit  to  its  exactions  upon  the 
people  ?  What  is  then  to  hinder  these  men  from  depressing  or  in- 
flating the  value  of  all  kinds  of  property  to  suit  their  caprice  or 
avarice,  and  thereby  gathering  into  their  own  coffers  the  wealth  of 
the  nation  ?  Where  is  the  limit  to  such  a  power  as  this  ?  What 
shall  be  said  of  the  spirit  of  a  free  people  who  will  submit  without 
protest  to  be  thus  bound  hand  and  foot  ? 

Governor  Gray  of  Indiana,  in  a  message  to  the  Legislature  of 
that  State,  said : 

"In  my  judgment  the  Republic  cannot  live  long  in  the  atmos- 
phere which  now  surrounds  the  ballotbox.  Moneyed  corporations, 
to  secure  favorable  legislation  for  themselves,  are  taking  an  active 
part  in  elections  by  furnishing  large  sums  of  money  to  corrupt  the 
voter  and  purchase  special  privileges  from  the  Governmeut.  If 
money  can  control  the  decision  at  the  ballotbox  it  will  not  be  long 
until  it  can  control  its  existence.' ' 

Governor  Bell  of  New  Hampshire,  in  his  inaugural  address  on 
"Thursday,  June  2,  1881,  used  the  following  plain  language  : 

'  'The  improper  use  of  money  to  influence  popular  elections  is  a 
crying  evil  of  our  times.  It  has  become  so  general  that  little  or  no 
secrecy  is  made  of  it,  and  that  well-meaning  men  assume  to  justify 
it.  But  nothing  can  be  more  fatal  to  the  security  of  our  free  in- 
stitutions. When  the  longest  purse  secures  the  election  to  office, 
•we  may  bid  farewell  to  liberty  and  virtue  in  the  Government.  This 
matter  is  too  plain  for  argument." 

The  third  semi-annual  report  of  the  Railroad  Commissioners  of 
the  State  of  Georgia,  submitted  May  1,  1881,  says  : 

'  'The  moral  and  social  consequences  of  these  corruptions  are 
even  worse  than  the  political ;  they  are  simply  appalling.  We 
•contemplate  them  with  anxiety  and  dismay.     The  demoralization 
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is  worse  than  that  of  war — as  fraud  is  meaner  than  force,  and  trick- 
ery than  violence." 

Hon.  James  B.  Beck  of  Kentucky,  in  one  of  his  speeches  in  the 
United  States  Senate,  said  : 

"It  is  impossible  to  have  an  honest  Legislature,  State  or  Fed- 
eral, so  long  as  representatives  are  sent  who  owe  their  election  to, 
or  are  personally  interested  in  great  moneyed  corporation  or  monop- 
olies. No  matter  whether  they  call  themselves  Democrats  or  Re- 
publicans, they  are  not  the  representatives  of  the  people  ;  they  are 
simply  the  agents  and  attorneys  of  those  who  seek,  by  taxing  the 
masses,  to  enrich  themselves  whenever  they  owe  their  election  to 
monopolists,  or  are  themselves  interested  in  class  legislation." 

On  the  27th  day  of  January,  1880,  Mr.  Gowen,  the  President 
of  the  Philadelphia  and  Reading  Railroad,  in  an  argument  before 
the  Committee  on  Commerce  of  the  House  of  Representatives  of  the 
United  States,  in  Washington,  said  : 

'  'I  have  heard  the  counsel  of  the  Pennsylvania  Railroad  Com- 
pany, standing  in  the  Supreme  Court  of  Pennsylvania,  threaten 
that  Court  with  the  displeasure  of  his  clients  if  it  decided  against 
them,  and  all  the  blood  in  my  body  tingled  with  shame  at  the 
humiliating  spectacle." 

Hon.  Jeremiah  S.  Black,  ex-Judge  of  the  Supreme  Court  and 
•ex- Attorney  General  of  the  United  States,  said  : 

'  'All  public  men  must  take  their  side  on  this  question.  There 
■can  be  no  neutrals.      He  that  is  not  for  us  is  against  us." 

And  observe  with  care  the  following  extracts  from  the  address 
made  this  year  (1891)  at  Chicago,  at  the  unveiling  of  Grant's  Monu- 
ment, by  Judge  Walter  Q.  Gresham  : 

"It  is  worse  than  idle  to  shut  our  eyes  to  the  existence  of  cor- 
rupt methods  and  practices  in  our  politics,  which  threaten  to  sub- 
vert our  free  institutions.  *  *  *  And  men  who  contribute 
money  to  buy  votes,  and  to  bribe  the  people's  representatives,  as 
well  as  those  who  disburse  it,  are  deadly  enemies  of  the  Republic. 
=£  *  *  They  may  masquerade  in  the  garb  of  righteousness,  and 
address  the  people  in  the  language  of  patriotism,  but  their  virtues 
are  assumed,  they  are  hypocrites  and  assassins  of  liberty,  and  would 
welcome  dynasty  rather  than  shed  their  blood  in  defense  of  popular 
Government.  Their  shameless  and  insidious  attacks  on  free  in- 
stitutions are  infinitely  more  dangerous  than  the  revolutionary 
teachings  and  practices  of  a  comparatively  few  visionary  and  mis- 
guided men  and  women  in  our  large  cities." 

But  listen  to  the  report  of  the  Grand  Jury  of  San  Francisco — 
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publicly  filed  in  open  court  on  December  23,  1891,  which,  after 
finding  that  the  Legislature  elected  by  the  railroad  power  in  1890 
contained  an  organized  combination,  with  its  agents  and  brokers,. 
to  sell  legislation  to  the  highest  bidders,  concludes  as  follows: 

"The  rapacious  horde  ought  to  be  driven  into  the  sea;  but  are 
we  forced  to  the  melancholy  conclusion  that  the  abstention  of  the 
railways  from  participation  in  public  affairs  is  the  only  condition  of 
freedom  from  this  defilement?  Is  their  power  all-pervading,  and 
shall  there  be  no  limit  in  point  of  time  to  their  supremacy  ?  No 
class  seeks  to  confiscate  their  property  or  depreciate  the  services 
the  managers  have  rendered  the  State.  But  it  infects  everything 
it  touches  politically.  For  its  aims  are  solely  selfish — financially 
selfish.  It  has  debauched  both  parties  until  an  honest  man  cannot, 
without  fear  of  contamination,  aspire  to  political  office." 

Henry  Ward  Beecher  told  us,  in  1881,  that  five  or  ten  men, 
controlling  ten  thousand  miles  of  railroads  and  billions  of  property, 
had  their  hands  on  the  throat  of  commerce,  and  "if  they  should 
need  to  have  a  man  in  sympathy  with  them  in  the  Executive  chair 
it  would  require  only  five  pockets  to  put  him  there." 

Does  not  the  position  at  which  we  have  arrived  show  the  truth 
of  the  words  of  Daniel  Webster,  who  said: 

' '  The  freest  Government  cannot  long  endure,  where  the  tendency 
of  the  law  is  to  create  a  rapid  accumulatio?i  of  property  in  the  hands  of 
the  few,  and  to  render  the  masses  of  the  people  poor  and  dependent. " 

We  have  indeed  reached  the  hour  foreseen  by  the  prophetic 
Abraham  Lincoln,  when  near  the  close  of  the  war  he  said:  "It  has 
been  indeed  a  trying  hour  for  the  Republic;  but  I  see  in  the  near 
future  a  crisis  approaching  that  unnerves  me,  and  causes  me  to 
tremble  for  the  safety  of  our  country. 

"As  a  result  of  the  war  coporations  have  been  enthroned,  and 
an  era  of  corruption  in  high  places  will  follow,  and  the  money  power 
of  the  country  will  endeavor  to  prolong  its  reign  by  working  upon 
the  prejudices  of  the  people  until  all  wealth  is  aggregated  in  a  few 
hands,  and  the  Republic  is  destroyed. 

"I  feel  at  this  moment  more  anxiety  for  the  safety  of  my  coun- 
try than  ever  before,  even  in  the  midst  of  the  war." 

Thus  we  see,  by  broad  daylight,  that  it  is  not  Government 
ownership  of  railroads,  but  private  ownership,  which  will  destroy 
the  Republic.  The  money  they  can  drain  from  the  public,  and  use 
as  a  corruption  fund,  will  control  a  vastly  greater  number  of  votes 
than  could  ever  be  controlled  by  Government  employees. 

But  in  addition  to  the  money  used  by  railroad  corporations,, 
and  the  terror  they  inspire  in  shippers,  whom  they  can  injure  in 
many  ways,  they  practically  demand  political  allegiance  from  most 
of  their  employees  whenever  occasion  requires  it.     An  instance  of 
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this  is  proven  from  the  vote  in  California  in  1882  for  Governor 
Stoneman.  The  Southern  Pacific  Company  is  by  preference  a  Re- 
publican corporation,  if  that  party  serves  its  interests  as  directed 
from  the  company's  office.  But  in  1882  the  Republican  State  Con- 
vention passed  strong  anti-monopoly  resolutions  and  nominated  its 
•candidate  for  Governor.  The  Democratic  Convention  adopted 
resolutions  perhaps  as  strong  as  those  of  the  Republicans.  But 
that  was  not  the  point  with  the  railroad  company.  It  was  angry 
because  the  Republican  Convention  had  kicked — and  determined  to 
punish  and  discipline  that  party,  and  show  it  that  its  existence  in 
the  State  depended  upon  obeying  the  railroad  company.  A  canvass 
was  made  among  their  employees.  In  1880  the  Democratic  ma- 
jority was  117  in  the  State  for  Hancock,  and  in  1882  it  was  23,519 
for  Stoneman  for  Governor  —  a  Democratic  gain  of  23,402  out 
of  a  total  vote  of  only  164,679,  or  a  change  of  one  vote  in  seven. 
In  Alameda  county,  where  the  railroad  is  most  potent,  there  was  a 
Democratic  gain  of  2269,  out  of  9257  votes  cast.  There  the  railroad 
changed  one  vote  out  of  every  four.  Now,  a  change  of  one  vote 
out  of  seven  would  in  1896,  when  there  will  be  over  fourteen 
million  votes  in  the  nation,  amount  to  two  million  votes  in  the 
•control  of  the  railroad  power  in  the  United  States.  Which,  then, 
is  most  potent  for  perpetuating  parties  in  power — Government  own- 
ership under  strict  Civil  Service,  or  private  corporations  controlling 
two  millions  of  votes  in  the  nation  ? 

The  enormous  evils  of  unjust  discrimination,  between  not  only 
individuals  but  places,  has  been  shown  times  without  number. 
The  Cullom  Senate  committee  reported  that  the  most  glaring  favor- 
itism existed  in  favor  of  large  capitalists,  and  that  the  result  was 
most  disastrous  to  the  smaller  shippers.  Favoritism  also  is  shown 
to  trusts  and  syndicates  composed  mainly  of  directors  and  large 
stockholders  in  the  railroads,  who  thereby  secretly  give  rebates  to 
themselves.  Trusts  and  combinations  have  no  more  powerful  ally 
than  railroads  in  private  hands.  Recently  the  Northern  Pacific 
Railway  refused  to  stop  its  trains  or  have  a  depot  in  one  of  the 
largest  towns  for  about  a  hundred  miles  on  its  route  in  Montana, 
but  passed  through  and  built  a  depot  upon  lands  of  its  own,  about 
three  miles  beyond,  in  order  to  build  up  a  new  town  on  its  land  and 
thereby  enhance  its  value.  Upon  appeal  to  the  Supreme  Court  of 
the  United  States  it  was  held  that  the  railway  could  do  this, 
although  some  of  the  Judges  dissented  and  stated  that  such  a  power 
was  despotic  and  destructive  of  public  rights.  Still — it  is  the  law, 
made  so  by  the  court  of  last  resort.  It  is  well  known  that  the  In- 
terstate Commerce  law  is  systematically  defied.  This  has  been 
:shown  by  a  recent  United  States  Grand  Jury  at  Chicago.  But  the 
devices  by  which  favoritism  may  be  given  to  friends  are  so  numer- 
-ous  and  so  subtle  that  no  law  can  be  passed  which  cannot  be  evaded 
by  those  whose  power  in  Government  is  so  great. 

Government  ownership  is  the  only  remedy.     The  long  struggle 
Jbr  Railroad  Commissions  served  only  to  cause  the  companies  to 
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control  a  majority  of  the  Commissioners.  They  have  been  able  to> 
do  this  in  nearly  every  State,  and  where  they  cannot  do  so  they 
can  resort  to  the  courts  to  stay  the  acts  of  the  Commissioners,  as 
has  been  shown  in  the  first  part  of  this  article. 

California  is  a  fair  evidence  of  the  Supremacy  of  Railway 
power  over  the  Constitution,  which,  in  1879,  laid  upon  the  Rail- 
road Commissioners  the  absolute  duty  to  fix  railroad  rates  and  fares 
in  detail;  but  the  Commission  has  defied  the  law,  and  smiles  at  the 
the  Merchants'  Traffic  Association,  which  urges  it  to  proceed  to 
perform  the  duty  enjoined  by  law.  The  Legislature  has  power  to 
remove  them  from  office.  But  they  look  to  the  Railroad  to  prevent 
the  election  of  a  Legislature  that  would  stand  by  the  public.  An 
editorial  from  the  Examiner,  San  Francisco,  February,  1892,  refers, 
to  this  in  language  showing  the  subversion  of  the  State  by  Railroad 
power.  The  provision  of  the  California  State  Constitution  is  as 
follows: 

"Said  Commissioners  shall  have  the  power,  and  it  shall  be 
their  duty,  to  establish  rates  of  charges  for  the  transportation  of 
passengers  and  freights  by  railroad  or  other  transportation  com- 
panies." 

The  editorial  quotes  this  and  proceeds  to  say: 

"Nothing  could  be  clearer  than  this;  but  a  small  thing  like  the- 
organic  law  of  the  State  cannot,  in  the  light  of  experience,  be  ex- 
pected to  stand  as  a  bar  against  the  Southern  Pacific  having  its 
own  way  when  it  wants  it.  Had  we  a  Railroad  Commission  com- 
posed of  men  invincible  to  every  influence  save  their  sense  of  duty, 
the  railroad  company  would  defy  it  in  earnest,  and  who  can  doubt 
what  the  result  of  the  contest  in  the  courts  would  be,  should  the 
conditions  be  the  same  as  have  hitherto  prevailed  ?  Our  Judges, 
State  and  Federal,  have  already,  in  many  a  California  case,  taught 
us  that  there  exists  a  principle  higher  than  any  law,  organic  or 
statutory,  which  will  be  applied  by  the  Bench  when  needed.  That 
principle  is  that  men  who  are  influential  enough  to  make  and 
unmake  Judges  can  do  as  they  please." 

The  very  best  minds  of  the  nation  have  favored  Government 
ownership.  Among  political  economists,  Professor  Richard  T.  Ely 
of  Johns  Hopkins  University;  among  business  men,  Pierre  Lorril- 
lard;  and  among  farmers,  General  John  Bid  well — are  types  of  those 
who  have  carefully  considered  the  question  and  pronounced  for- 
National  ownership.  The  President  of  the  Chicago  and  Alton  Rail- 
road, in  his  report  for  189 1,  recommends  it;  and  I  am  informed 
that  Senator  Leland  Stanford  has  said  in  conversation  that  he  was 
not  prepared  to  oppose  the  claim  that  Government  management 
could  give  cheaper  rates  to  the  people. 

It  is  to  be  remembered  that  vast  millions  would  also  be  saved 
to  the  people  by  the  practical  destruction  of  coal  and  other  combi- 
nations, which  are  practically  identical  with  certain  great  railway 
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syndicates,  like  the  Reading-,  Lehigh  Valley  and  Jersey  Central 
combine,  by  which  production  is  limited  and  prices  enormously 
enhanced.  The  ownership  by  Government  of  transportation  lines 
includes  also  the  Express  business.,  which  would  in  many  cases  not 
exceed  one-fourth  the  present  cost.  The  Pacific  Mail  Steamship 
lines  would  resume  their  proper  functions,  and  subsidies  to  prevent 
competition  would  cease.  Many  other  advantages  might  be  enu- 
merated, such  as  the  more  speedy  utilization  of  patents  and  im- 
provments  in  transportation. 

The  roads  in  private  hands  have  been  productive  of  enormous 
destruction  to  life  and  limb.  Last  year  the  killed  and  wounded  in 
the  United  States  numbered  35,359.  The  following  gives  a  com- 
parison between  certain  countries: 

Killed.      Wounded. 

United  States 6,334  29,025 

Great  Britain 1,076  4, 721 

France 379  709 

Prussia 402  1 ,379 

We  have  more  railroads,  but  still  the  number  killed  in  propor- 
tion to  passengers  carried  one  mile  is  as  follows:  In  France,  one  to 
every  24,000,000;  England,  one  to  every  21,000,000;  Germ an}r,  one 
to  every  9,000,000;  United  States,  one  to  every  2,800,000.  This 
shows  very  reckless  operation. 

Government  ownership  would  abolish  an  enormous  and  har- 
rassing  litigation,  now  carried  on  to  the  death  by  the  companies, 
regardless  of  right. 

National  operation  wonld  be  of  great  value  in  the  detection  of 
certain  crimes,  and  in  preventing  illicit  transportation. 

Some  persons  range  their  objection  under  the  cheap  phrase 
that  "they  are  opposed  to  paternal  government."  But  all  govern- 
ment is  of  necessity  of  that  nature.  These  persons  when  their 
house  is  on  fire  are  not  opposed  to  paternal  government,  by 
a  thorough  fire  department.  If  their  property  is  liable  to  be  as- 
sailed they  do  not  oppose  a  paternal  efficient  police  force,  or 
to  keep  down  insurrection  a  large  army  and  navy  under  na- 
tional control.  Oh,  no!  In  order  that  no  man  or  thief  shall 
lay  hand  on  one  dollar  of  their  acquisitions,  or  set  foot  on 
one  acre  of  their  land,  they  are  desirous  of  paternal  government; 
but  if  it  is  good  to  so  protect  them,  can  it  be  wrong  and  bad  to 
institute  National  ownership  of  transportation,  in  order  to  prevent 
private  corporations  from  taking  all  the  surplus  of  producers  by  the 
tribute  levied  to  pay  interest  on  stock  watered  man}-  times?  Men 
who  so  use  this  phrase  are  ignorant  of  the  meaning  of  words. 

The  relption  of  strikes  to  the  railwray  problem  cannot  be  omit- 
ted. The  friction  between  enormous  combinations  of  capital  and 
its  wage- workers  becomes  yearly  greater;  and  of  all  strikes,  those 
of  railway  employees  are  capable  of  becoming  the  most  disastrous; 
and  strikes  of  this  nature,  extending  over  vast  regions,  if  not  at 
some  time  over  the  entire  nation  at  once,  are  liable  to  occur,  when, 
as  is  certain  to  happen,  the  corporations  pass  to  a  certain  few,  if 


not  to  a  single  Syndicate.  What  can  be  the  result  of  such  a  state 
of  affairs  ?  If  the  corporations  attempt  to  supply  this  vast  field  with 
new  men,  and  should  succeed,  very  great  demoralization  must  en- 
sue, and  human  life  and  limb  be  at  very  greatly  increased  danger. 
But,  could  a  universal  or  very  extended  strike  on  the  railways  be 
so  handled  by  the  companies  as  to  prevent  for  a  time  the  loss  of 
tens  or  hundreds  of  millions  of  dollars'  worth  of  perishable  products 
and  the  prostration  of  much  business  ?  These  are  serious  matters  to 
contemplate,  and  very  properly  to  be  considered  in  any  discussion 
of  Government  ownership,  where  such  a  thing  will  not  occur. 
There  is  no  instance  of  a  strike  in  public  service,  and  for  very  ob- 
vious reasons. 

Stock  Gambling  is  the  cause  of  widespread  business  disasters; 
produces  a  feverish  state  of  fluctuations,  and  is  appalling  in  its 
moral  consequences.  The  land  is  filled  with  wrecks  of  human 
beings  victims  to  its  delusions.  Male  and  female,  rich  and  poor, 
all  orders  of  people,  are  drunken  at  its  intoxicating  shrine.  This 
Harlot  sits  a  Queen  in  the  Babylon  of  Wall  Street,  holding  up  the 
Golden  Cup  full  of  abominations.  Now,  Stock  Gambling  rose  to 
a  great  height  just  in  proportion  as  railroad  stocks  increased  in 
volume,  and  eight-tenths  of  all  Stock  Gambling  is  in  railroad 
stocks.  While  mining  stock  would  leave  a  limited  field  for  this 
evil,  it  can  safely  be  claimed,  that  with  Government  ownership  of 
railroads,  by  which  all  railroad  stock  would  cease  to  exist,  this 
evil  would  be  so  reduced  as  to  effect  a  mighty  reformation. 

But  this  discussion  is  already  lengthy.  The  independent  and 
non-partisan  press  is  practically  a  unit  for  Government  ownership. 
Upon  the  Pacific  Coast  the  "Chronicle"  has  repeatedly  editorially 
advocated  it.  The  ''■Examiner"  has  expressed  itself  as  willing  to 
adopt  this  demand,  and  it  may  be  safely  asserted  that  a  great  pre- 
ponderance of  the  scientific  and  intellectual  forces  of  the  country, 
which  have  carefully  examined  the  subject,  are  favorable  to  this 
solution.  The  Farmers'  Alliance  and  all  great  bodies  of  industrial 
producers  show  strong  majorities  for  it.  The  whole  empire  of  ex- 
perience and  reason  demands  it.  By  this  means  we  may  save  the 
Nation  from  the  blasting  and  withering  railroad  corruption,  to 
which  the  gigantic  interest  of  the  private  companies  has  brought 
us.  No  device  or  method  can  ever  control  railway  rates  or  obtain 
justice  while  they  are  owned  by  corporations.  National  Ownership 
is  the  only  remedy.     "Neither  is  there  salvation  in  any  other." 

Railways,  and  Circulating  Currency  are  implements  of  industry. 
The  Government  must  own  the  former,  and  supply  and  regulate 
the  latter.  If  this  is  not  done,  and  done  speedily,  the  masses  of 
the  people  will  be  ground  to  industrial  ruin  between  the  upper  and 
nether  millstone  of  these  twin  engines  of  modern  civilization. 

212  Sansome  Street,  San  Francisco,  April  n,  1892. 
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S.  T.  BLEDSOE, 

a  witness  called  on  behalf  of  Santa  Fe  Transporta- 
tion Company,  being  first  duly  sworn,  testified  as 
follows: 

DIRECT  EXAMINATION 

MR.  MATTHEW:  Please  state  your  name  and 
£J,ace  of  residence,  A.  S.  T.  Bledsoe;  Chicago,  Il- 
linois. 

Q.  What  offices,  if  any,  do  you  hold  with  the 
applicant,  the  Santa  Fe  Transportation  Company, 
and  with  The  Atchison,  Topeka  &  Santa  Fe  Railway 
Company?  A.  I  am  president  of  the  Santa  Fe 
Transportation  Company  and  president  and  chair- 
man of  the  executive  committee  of  The  Atchison, 
Topeka  &  Santa  Fe  Railway  Company. 

Q.  Throughout  what  period  have  you  been  pres- 
ident of  The  Atchison,  Topeka  Or  Santa  Fe  Railway 
Company?  A.  Since  the  first  Tuesday  in  May, 
1933.  I  don't  remember  the  exact  day  of  the 
month. 

Q.  Will  you  please  review  briefly  your  railroad 
experience,  Mr.  Bledsoe?  A.  My  first  connection 
with  the  railway  service  was  in  1895,  as  local  at- 
torney at  Ardmore,  then  Indian  Territory.  Some 
years  later,  I  don't  remember  the  exact  date,  I  be- 
came attorney  for  the  Indian  Territory.  In  1907, 
one  of  the  solicitors  for  Oklahoma,  the  firm  being 
constituted  of  Cottingham  &  Bledsoe,  solicitors  for 
Oklahoma.  In  1911 — and  I  also  gave  from  1911 
until  1915  a  substantial  part  of  my  time  to  the 
work  of  the  Chicago  office  as  assistant  to  Mr. 
Gardiner  Lathrop,  general  solicitor,  under  the  title, 
as  I  recall  now,  of  general  attorney. 

In  December,  1914,  I  went  to  Chicago  from 
Oklahoma  City  as  assistant  general  solicitor.  In 
1918  I  became  general  counsel  and  a  member  of 
the  Board  of  Directors.  In  December,  1920,  I  be- 
came a  member  of  and  chairman  of  the  executive 
committee  of  The  Atchison,  Topeka  &  Santa  Fe 
Railway  Company.  In  1933,  president  and  chair- 
man of  the  executive  committee.  I  am  also  presi- 
dent of  the  Atchison  Rail  subsidiaries,  quite  a  num- 
ber of  them. 

Q.  Are  you  familiar  personally  with  the  applica- 
tions of  the  Santa  Fe  Transportation  Company 
which  are  pending  before  the  Commission  in  this 
proceeding?  A.  I  am,  although  I  may  not  be  fa- 
miliar with  all  the  formal  details.  I  know  in  sub- 
stance what  they  are.  Q.  In  general  are  you 
familiar  with  the  services  which  are  contemplated 
'*ider  these  applications?     A.  Yes,  sir. 

Q.  What  is  the  Santa  Fe  Transportation  Com- 
pany and  what  relation,  if  any,  does  it  sustain  to 
The  Atchison,  Topeka  &  Santa   Fe  Railway  Com- 


pany?  A.  The  Santa  Fe  Transportation  Company 
is  a  California  corporation,  organized  for  highway 
transportation  purposes,  and  The  Atchison,  Topeka 
&  Santa  Fe  Railway  Company  is  the  owner  of  all 
the  capital  stock  of  that  company  with  the  possible 
exception  of  directors'  qualifying  shares. 

Q.  Is  the  Santa  Fe  Transportation  Company,  Mr. 
Bledsoe,  in  the  course  of  being  made  a  part  of  an^, 
other  passenger  stage  company  or  system?  A.  Yes, 
sir,  what  is  known  as  the  Santa  Fe  Trail  Stages, 
which  is  owned  primarily  by  the  Southern  Kansas 
Stages,  either  directly  or  through  the  ownership  of 
the  Trails  Company  which  is  an  Arizona  Corpora- 
tion. 

Q.  What  interest,  if  any,  has  the  Atchison, 
Topeka  &  Santa  Fe  Railway  Company  in  the  Santa 
Fe  Trail  System,  or  in  the  corporation  which  oper- 
ates under  that  name?  A.  The  Atchison,  Topeka 
&■  Santa  Fe  Railway  Company  owns  46,000  snares 
out  of  a  total  of  90,500  shares  of  the  authorized 
capital  stock  of  the  Southern  Kansas  Stage  Lines 
Company. 

Q.  Does  that  ownership  represent  a  controlling 
interest?     A.    It  does,  yes,  sir. 

Q.  Mr.  Bledsoe,  just  what  is  the  nature  of  the 
business  and  service  of  the  Santa  Fe  Trail  System? 
A.  Well,  it  operates  a  bus  line  from  Chicago  fol- 
lowing very  closely  along  the  Santa  Fe  rail  lines  to 
Los  Angeles,  San  Diego  and  San  Francisco,  and  be- 
tween Barstow  and  Bakersfield. 

Q.  Does  it  serve  any  of  the  intermediate  states, 
that  is,  between  Chicago  and  the  Pacific  Coast? 
A.  It  serves  all  of  the  intermediate  states  served 
by  the  Santa  Fe. 

Q.  Does  it  serve  these  intermediate  states  in 
intrastate  traffic  as  well  as  in  interstate  traffic? 
A.  In  the  main,  yes,  sir.  The  intrastate  services 
do  not  cover  the  entire  interstate  operations  but  by 
far  the  greater  part  of  the  interstate  operations. 

Q.  To  what  extent,  if  at  all,  does  the  Santa  Fe 
Trail  System  conduct  operations  within  the  State 
of  California  at  the  present  time?  A.  Well,  it 
operates  busses  between  Chicago  and  Los  Angeles, 
San  Diego  and  San  Francisco  and  between  Barstow 
and  Bakersfield. 

Q.  And  in  so  far  as  it  conducts  operations  in 
California  at  the  present  time,  that  is  solely  in  con- 
nection with  the  handling  of  its  interstate  traffic? 
A.   Exclusively  interstate. 

Q.  I  will  ask  you  to  describe  the  Atchison,  To- 
peka &  Santa  Fe  Railway  Company  and  to  charac- 
terize in  general  the  railway  system  and  its  serviced 
A.  Well,  the  Atchison,  Topeka  &  Santa  Fe  Rai^ 
way  Company  consists  of  about  13,350  main  line 
miles  of  railroad,  operating  in  13  States,  including 
Illinois,  Missouri,  Kansas,  Oklahoma,  New  Mexico, 


Arizona,  California,  Texas,  Colorado,  Louisiana  and 
then  gets  over  the  line  into  Nebraska. 

Q.  Is  the  system  under  single  ownership  and 
management  from  Chicago  to  the  termini  on  the 
Pacific  Coast?    A.   It  is. 

Q.  And  I  assume  it  conducts  in  general  a 
freight,  passenger  and  express  business?  A.  Yes, 
Sft',  and  it  carries  United  States  mail. 

Q.  Is  there  any  relation  between  the  rails  of  the 
Atchison,  Topeka  £r  Santa  Fe  Railway  Company  and 
the  stage  routes  of  the  Santa  Fe  Trail  System  which 
has  any  significance,  in  your  opinion,  with  respect 
to  a  possible  coordination  of  the  two  services?  A. 
They  are  so  located — 

MR.  BAGBY:  Pardon  me,  I  wish  to  make  an  objec- 
tion, unless  it  be  restricted  to  California. 

MR.  MATTHEW:  Well,  I  hope  I  need  not  reply 
to  that  objection.  Of  course,  it  is  obviously  neces- 
sary the  Commission  should  have  full  advice  as  to 
this  entire  project,  and  its  interstate  phases  neces- 
sarily have  a  bearing  upon  the  state  phases.  Of 
course,  in  the  last  analysis  we  know  the  Commis- 
sion's jurisdiction  here  is  over  the  state's  applica- 
tion. It  is  for  the  good  of  the  Commission  to  be 
advised  fully  as  to  the  entire  project. 

MR.  BAGBY:  If  we  are  going  to  consider  mat- 
ters properly  to  be  considered,  that  is  one  thing;  if 
we  are  going  to  consider  coordination  or  applica- 
tions for  coordination  in  all  the  states  in  which  this 
applicant  operates  a  railroad  company,  or  the  wit- 
ness, at  least,  is  concerned  with  the  operation  of  a 
railroad  company,  we  are  certainly  going  far  be- 
yond the  realm  of  anything  the  Commission  has 
done  before.  I  think  the  questions  of  interstate 
business  and  interstate  operation  should  be  left 
out. 

COMMISSIONER  WARE:  This  is  preliminary, 
and  it  will  be  limited  to  that.  Overruled.  Read  the 
question,  Mr.  Reporter. 

(Question  read.) 

MR.  BAGBY:  May  I  offer  the  suggestion  again 
now,  begging  your  pardon  for  speaking  again  after 
you  have  read  the  question,  but  that  is  a  question 
which  refers  to  the  Santa  Fe  Trail  System  and  not 
to  the  application. 

COMMISSIONER  WARE:  Now,  have  you  the 
question  in  mind,  Mr.  Bledsoe?     A.  Yes  sir. 

COMMISSIONER  WARE:  Will  you  answer  it, 
please. 

A.  The  proximity  of  the  rail  lines  to  the  bus 
lines  is  such  as  to  make  it  very  easy  to  coordinate 
t!%2  services,  rail  and  bus  services. 

MR.  MATTHEW:  Have  you  examined  the  map 
which  is  in  evidence  as  Exhibit  1,  Mr.  Bledsoe?  A. 
I  think  I  have  seen  it  but  I  will  look  at  it  again. 

Q.    I  will  simply  ask  you  to  state  whether  that 
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map  approximately  shows  the  rail  lines  of  The 
Atchison,  Topeka  &  Santa  Fe  Railway  System,  as 
you  know  those  lines,  and  likewise  the  approxi- 
mate stage  lines  or  stage  routes  maintained  by  the 
Santa  Fe  Trail  System?    A.   It  does. 

MR.  BAGBY:  I  object  to  that  question  again 
as  referring  to  the  Santa  Fe  Trail  System. 

COMMISSIONER  WARE:     Same  ruling.  * 

MR.  MATTHEW:  I  will  ask  you  to  explain  in  a 
general  and  preliminary  way  the  project  of  the 
Santa  Fe  with  respect  to  the  establishment  of  an 
intrastate  stage  service  within  the  State  of  Cali- 
fornia? 

MR.  KIDD:  When  you  speak  of  "Santa  Fe"  I 
assume  you  are  referring  to  the  railroad? 

MR.  MATTHEW:  The  railroad  and  the  applica- 
tion of  the  Santa  Fe  Transportation  Company.  I 
think  the  application  shows  that  a  coordinated 
service  between  the  rail  and  stage  line  is  in  con- 
templation. 

MR.  KIDD:  Yes,  but  your  railroad  is  not  a  party 
applicant  here. 

MR.  MATTHEW:  That  is  not  necessary,  as  I 
understand  it.  It  appears  in  support  of  the  appli- 
cation and  its  appearance  has  been  entered. 

MR.  BAGBY:  I  object  on  the  same  grounds  as 
before. 

COMMISSIONER  WARE:  Overruled. 
A.  The  Santa  Fe  Trail  Stages  at  the  present  time 
conduct  an  interstate  passenger  service  between 
San  Francisco,  Los  Angeles,  San  Diego  and  Chica- 
go. It  serves  intermediate  states  and  has  in  most 
states  the  right  to  engage  in  intrastate  transporta- 
tion as  well  as  interstate  transportation.  The  San- 
ta Fe  Trail  System  in  California  is  now  confined  to 
carrying  interstate  passengers. 

One  of  the  purposes  of  these  applications  is  to 
supplement  the  interstate  service  by  intrastate 
service  on  the  same  routes  over  which  the  Santa  Fe 
Trail  System  is  conducting  its  interstate  bus  trans- 
portation. 

MR.  BAGBY:  May  I  make  a  motion  to  strike, 
Mr.  Commissioner? 

COMMISSIONER  WARE:  Now,  Mr.  Bagby,  this 
is  reasonable  enough;  every  bit  of  this  testimony  is 
subject  to  your  original  objection.  Now,  why  do 
you — you  are  not  strengthening  your  objection  any 
by  continually  reiterating  it,  are  you? 

MR.  BAGBY:  That  testimony,  Mr.  Commission- 
er, is  not  in  harmony  with  the  application.  You 
will  not  find  Santa  Fe  Trail  System  mentioned  in 
the  application.  This  is  an  application  on  the  ps$t 
of  the  Santa  Fe  Transportation  Company,  and  the 
Santa  Fe  Transportation  Company  is  a  party  appl 
cant.  The  map  shows  here  that  the  operations 
which  are  now  referred  to,  and  by  its  own  indica 


tion  and  own  legend,  is  operated  by  a  party  not  a 
party  applicant  in  these  proceedings.  We  have  had 
references  to  the  railway  company  and  we  have  had 
references  to  the  Santa  Fe  Trail  System  but  not  a 
reference  to  the  operation  alleged  in  the  applica- 
tion itself.  This  is  something  not  operated  by  the 
present  applicant.  The  testimony  is  in  conflict 
t&ith  the  application. 

MR.  MATTHEW:  If  your  Honor  please,  I  dislike 
to  take  the  time  in  arguing  something  which  I  don't 
think  requires  argument,  but  in  paragraph  A  of  the 
amended  application,  second  amended  application, 
on  page  5,  we  find  this  statement  which  I  would 
like  to  read: 

"The  Atchison,  Topeka  &  Santa   Fe  Railway 
Company  has  purchased  the  controlling  interest 
in  the  Santa  Fe  Trail  System  now  operating  a  bus 
line  in  interstate  commerce  from  Chicago  to  Los 
Angeles,  San  Francisco  and  San  Diego  and  serv- 
ing the  states  of  California,  Arizona,  New  Mex- 
ico, Colorado,  Oklahoma,   Kansas,  Missouri  and 
Illinois.     The  applicant,  Santa  Fe  Transportation 
Company,   is  one  of  the  companies  composing 
the  Santa  Fe  Trail  System  and  its  line  is  or  will 
become  an  integral  part  of  the  transcontinental 
bus  system  comprising  the  lines  now  operated  by 
the  Santa  Fe  Trail  System." 
COMMISSIONER  WARE:  Well,  the  greater  in- 
cludes the  lesser.     Let  us  proceed.     Go  ahead.     A. 
The  Santa  Fe  Railway  Company  and  its  subsidiary 
rail  companies  operate  approximately  13,350  miles 
of  railway  between  San  Francisco,  Los  Angeles  and 
San  Diego  on  the  Pacific  Coast  and  Chicago  on  the 
east.     Its  operated  mileage  extends  to  the  Gulf  of 
Mexico  and  the  Mexican  border,  touching  the  lat- 
ter at  two  points.     The  Santa  Fe  is  the  only  railway 
system  under  single  ownership  and  operation   be- 
tween California  and  Chicago.  Over  its  entire  mile- 
age it   is  engaged   in   interstate  transportation   of 
freight,  passengers  and  express  business. 

MR.  BAGBY:  I  suggest  if  we  are  merely  going 
to  have  a  document  read  it  might  be  submitted  to 
the  reporter  without  reading  it. 

MR.  MATTHEW:  May  I  suggest  that  we  pro- 
ceed in  our  own  way. 

COMMISSIONER  WARE:  Yes,  I  think  so,  Mr. 
Bagby;  don't  believe  your  suggestion  is  hardly  nec- 
essary. 

A.  There  are  certain  items  I  don't  undertake  to 
carry  in  my  memory,  and  I  have  made  a  memoran- 
dum of  a  few  of  them  and  I  am  using  this  in  order 
4o  make  it  brief  and  make  it  concise. 

COMMISSIONER  WARE:  You  are  perfectly  wel- 
come to  use  any  memorandum  that  you  have  pre- 
pared or  any  manuscript  or  any  proper  statement 
that  you  desire  to  testify  from;  feel  perfectly  com- 


fortable  in  doing  so,  because  that  is  an  orderly  pro- 
cedure and  one  we  encourage  rather  than  discour- 
age; it  enables  us  to  get  a  careful,  previously 
planned  conception  of  the  witness  before  us.  So 
go  right  ahead.  I  would  suggest  that  you  read  a 
little  slower  and  perhaps  a  little  louder.  A.  All 
right,  I  will  conform  to  that  suggestion.  The  Santa 
Fe  Trail  System  quite  closely  parallels  the  mileage 
of  the  Santa  Fe  Railway's  operations  and  makes 
possible  a  coordination  of  stage  and  rail  service 
which  I  regard  as  important  in  connection  with  the 
pending  applications.  The  proposal  is  to  establish 
intrastate  bus  service  in  California  along  the  routes 
for  the  most  part  being  served  by  the  interstate 
operations  of  the  Santa  Fe  System  and  the  rail  lines 
of  the  Santa  Fe  Railway  Company  and  to  improve 
Santa  Fe  passenger  service  through  the  establish- 
ment of  a  coordinated  rail  and  stage  service  over 
the  whole  Santa  Fe  System. 

This  proposal  is  in  line  with  the  current  trend  in 
the  United  States  and  in  many  foreign  countries. 
The  railroads,  governmental  authorities  and  trans- 
portation experts  are  generally  in  agreement  that, 
through  a  proper  coordination,  the  public  can  be 
given  a  better  and  more  efficient  service. 

We  are  not  proposing  to  occupy  a  new  field.  The 
Santa  Fe  has  been  engaged  in  the  transportation  of 
persons  and  property  in  California  for  approximate- 
ly 50  years.  Today  we  are  supplementing  this  rail 
service  by  auto  stage  interstate  transportation  over 
substantially  all  of  its  operated  lines  between  Cali- 
fornia and  Illinois,  with  few  exceptions,  the  most 
notable  of  which  is  California.  Until  we  secure  the 
right  to  carry  all  classes  of  passengers,  both  by 
train  and  auto  stages,  interstate  and  intrastate,  we 
will  be  greatly  handicapped  in  supplying  the  travel- 
ing public  in  our  territory  with  a  fully  coordinated 
rail  and  auto  stage  service.  It  is  my  judgment  that 
a  real  coordination  and  integration  of  auto  stage 
service  is  both  a  public  convenience  and  necessity. 

The  Santa  Fe  has  1,521  miles  of  operated  rail- 
road, including  all  necessary  facilities  for  opera- 
tion, in  California,  representing  an  investment  of 
more  than  $140,000,000  and  including  large  ter- 
minal properties  in  metropolitan  districts  in  San 
Francisco,  Los  Angeles  and  San  Diego.  To  this 
rail  transportation  service  there  has  recently  been 
added  interstate  passenger  service  by  stage.  We 
are  seeking  through  these  applications  to  augment 
and  improve  our  service,  making  use  not  only  of 
the  existing  rail  plant  which  we  have  had  for  so 
many  years  and  the  interstate  stage  service,  bu^ 
intrastate  stage  service  which  is  required  to  rouna 
out  the  whole  scheme  to  render  an  adequate  public 
service  and  secure  efficient  and  economical  opera- 
tion. 
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Our  major  objectives  are:  One.  To  restore  service 
and  promote  passenger  traffic  of  the  Santa  Fe  Sys- 
tem rail  lines  in  California,  that  is,  to  retrieve  our 
passenger  losses  and  restore  our  historic  position 
in  passenger  transportation  service  in  California. 

2.  To  protect  ourselves  and  the  public,  we  be- 
lieve— 

MR.  FOULDS:  I  don't  want  to  make  any  objec- 
tion, but  Mr.  Bledsoe  is  a  lawyer  and  he  is  arguing 
the  case,  it  seems  to  me. 

COMMISSIONER  WARE:  Now,  Mr.  Foulds,  did 
you  ever  put  a  witness  on  the  stand  who  read  a 
carefully  prepared  argument?  In  all  respect  to  the 
sacred  memory  of  Frank  L.  Burckhalter — and  there 
was  never  a  finer  witness  who  testified  and  that  I 
enjoyed  his  testimony  more,  he  never  took  the  wit- 
ness stand  that  I  know  of  that  he  didn't  have  a 
careful  and  beautifully  prepared  statement — and 
more  power  to  him.  What  is  the  objection  to  this 
gentleman  making  a  statement?  Isn't  it  the  usual 
proceeding?  Of  course,  there  is  a  lot  of  argument 
and  there  are  a  lot  of  conclusions  Mr.  Bledsoe  is 
coming  to.  We  will  take  them  in  the  light  of  what 
they  are  worth.  They  may  carry  conviction  with 
them;  they  may  not;  they  may  partly  convince  and 
may  partly  fail  to  convince.  But  we  are  going  to 
listen  to  them,  nevertheless,  and  we  will  give  you 
the  same  chance  to  put  any  of  your  experts  on, 
your  president  or  anybody  else  that  wants  to  come 
in  here  and  read  a  carefully  prepared  statement. 

MR.  KIDD:  May  we  have  it  read  slowly  enough 
and  loudly  enough  so  that  we  may  gather  what  the 
gentleman  is  saying? 

COMMISSIONER  WARE:  Yes,  I  will  again  sug- 
gest that.  I  think  Mr.  Kidd's  suggestion  is  a  good 
one.  You  speak  very  fast,  Mr.  Bledsoe,  and  your 
voice  has  not  the  same  carrying  qualities  that  some 
voices  have  that  we  have  listened  to  today. 

THE  WITNESS:  I  will  go  back  then,  Mr.  Com- 
missioner, and  begin  all  over  with  that  number  one, 
so  as  to  be  sure  that  everyone  will  hear  it. 

COMMISSIONER  WARE:  Perhaps  that  would  be 
a  better  plan,  yes.  A.  1 .  To  restore  service  and 
promote  passenger  traffic  of  the  Santa  Fe  System 
rail  lines  in  California,  that  is,  to  retrieve  our  pas- 
senger losses  and  restore  our  historic  position  in 
passenger  transportation  service  in  California. 

2.  To  protect  ourselves  and  the  public,  we  be- 
lieve, as  well  against  the  rapid  consummation  of  a 
virtual  monopoly  of  intrastate  passenger  transpor- 
tation between  Southern  and  Northern  California 
through  a  combination  of  the  Southern  Pacific's 
'^ail  service  and  its  stage  associate,  the  Pacific  Grey- 
hound. 

I  think  that  covers  the  general  purpose. 

MR.  MATTHEW:  Now,  will  you  describe  in  some 
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detail,  Mr.  Bledsoe,  the  existing  service  of  the 
Atchison,  Topeka  &  Santa  Fe  System  and  affiliated 
lines?     A.  You  mean  in  California. 

Q.   Particularly  in  California,   I   think.     A.  Well 

Q.  And  I  think  you  may  as  well  cover  the  sys- 
tem, if  desired,  with  particular  reference  to  Cali- 
fornia. A.  The  Santa  Fe  operates  in  passenger 
service  five  trains  daily  each  way  between  Chicago^ 
and  Los  Angeles;  four  trains,  if  my  recollection  is 
correct,  each  way  between  Los  Angeles  and  San 
Diego;  a  passenger  service  between  San  Francisco 
and  Los  Angeles  by  transfer  at  Barstow  from  trains 
operating  between  San  Francisco  and  Barstow,  in 
connection  with  the  five  trains  each  way  operating 
from  Barstow  into  Los  Angeles. 

Q.  Is  there  likewise  a  local  service  between 
Bakersfield  and  San  Francisco?     A.  Yes,  sir. 

Q.  What  influence,  if  any,  has  been  exerted  up- 
on the  passenger  transportation  activities  of  the 
Santa  Fe  by  the  development  of  the  automobile  and 
the  extension  of  the  public  highway  system  in  Cal- 
ifornia?    A.    It  has  been  very  disastrous. 

Q.  Can  you  develop  that  in  some  detail  and  state 
just  what  has  happened  to  the  intrastate  passenger 
business  of  The  Atchison,  Topeka  &  Santa  Fe  Rail- 
way Company  in  California  in  the  few  years  last 
past?  A.  I  can.  I  will  give  the  actual  intrastate 
passenger  revenues  in  California  from  the  year 
1923  to  the  year  1935,  inclusive.  I  can  go  back, 
of  course,  to  1916,  if  desirable,  but  there  is  not  a 
very  large  fluctuation  until  1925,  when  the  decline 
set  in. 

In  1923  the  revenues  were  $2,183,231  ;  in  1924, 
$2,053,135;  in  1925,  $1,893,188;  in  1926,  $1,- 
768,699;  in  1927,  $1,601,576;  in  1928,  $1,374,- 
688;  in  1929,  $1,323,167;  in  1930,  $1,101,412; 
in  1931,  $785,454;  in  1932,  $511,060;  in  1933, 
$330,927;  in  1934,  $353,941,  and  in  1935,  $622,- 
794. 

The  Exposition  at  San  Diego,  of  course,  was  re- 
sponsible for  a  very  substantial  increase  in  the  pas- 
senger fares  in  California  during  the  year  1935. 

I  have  not  meant  to  say  that  the  bus  competi- 
tion was  responsible  for  all  of  these  losses,  because 
the  general  conditions  in  the  country  no  doubt 
contributed  substantially  to  these   losses. 

Q.  Apart  from  those  general  conditions  to  which 
you  refer,  Mr.  Bledsoe,  what  are  the  primary  causes 
for  the  gradual  decline,  or  rapid  decline,  of  your 
passenger  revenues  in  California  from  1923  to 
1933?  A.  In  my  judgment,  it  has  been  bus  com- 
petition progressively  affecting  our  revenues.  #■ 

Q.  For  what  purpose  did  the  Atchison,  Topeka 
&  Santa  Fe  Railroad  Company  undertake  to  acquire 
the  controlling  interest  in  the  Santa  Fe  Trail  Sys- 
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tern?  A.  In  order  to  secure  the  benefit  of  bus 
operations  under  control  of  our  own  company  and 
along  our  own  lines,  in  order  to,  if  possible,  share 
in  the  revenues  of  the  bus  business. 

Q.  Will  you  please  give  the  approximate  date 
upon  which  the  railway  company  acquired  the  con- 
trolling interest  in  the  Santa  Fe  Trail  System  and 
£&late  the  circumstances  generally  under  which  that 
control  was  acquired?  A.  Well,  I  thought  I  had 
the  information  here — yes,  I  see  I  have  it.  The 
control  was  acquired  in  September,  1935,  through 
the  purchase  of  46,000  shares  out  of  a  total  of  90,- 
500  shares  of  the  authorized  capital  stock  of  that 
company.  The  purchase  price  paid  for  the  stock 
was  $644,000.  Since  its  purchase  we  have  made 
advances  on  open  account  to  the  Santa  Fe  Trail 
System  of  $828,629,  or  a  total  of  purchase  price 
and  advances  of  $1,472,629.  Counting  the  money 
paid  for  the  treasury  stock,  but  excluding  the 
amount  paid  to  individuals  for  their  stock,  we  have 
put  $1,139,801  into  the  treasury  of  the  Santa  Fe 
Trail  System.  This  money  has  gone  to  pay  debts, 
to  buy  newer  and  better  equipment  and  other  facil- 
ities, and  for  the  general  improvement  of  the  auto 
stage  service. 

Q.  Mr.  Bledsoe,  by  what  means  are  your  existing 
stage  operations  in  California  being  conducted? 
A.  At  the  present  time  by  the  Santa  Fe  Trail  Stages 
— that  is  not  the  corporate  name  but  rather  a  trade 
mark  name  that  is  used.  The  Southern  Kansas 
Stages  are  the  owners  of  a  large  part  of  the  mileage 
and  all  of  the  stock  of  the  Santa  Fe  Trail  Stages 
Corporation. 

Q.  By  what  means  is  it  proposed  to  conduct  the 
intrastate  passenger  stage  operations  in  California 
if  the  pending  applications  are  granted?  A.  The 
pending  applications  are  in  the  name  of  the  Santa 
Fe  Transportation  Company.  The  purpose  is  to 
make  such  arrangements  as  may  be  satisfactory  to 
the  Commission  for  the  conduct  of  the  service  by 
one  company,  both  state  and  interstate. 

Q.  Mr.  Bledsoe,  you  have  spoken  of  the  inter- 
state system,  both  rail  and  stage,  and  your  desire 
to  improve  the  system  and  the  passenger  service 
particularly  by  what  you  have  termed  "coordina- 
tion." I  may  ask  you  to  explain  somewhat  in  de- 
tail just  what  you  mean  by  a  coordination  of  the 
two  services,  particularly  as  contemplated  by  these 
applications  with  respect  to  California  service?  A. 
It  means  a  coordination  of  the  train  and  bus  serv- 
es so  that  each  will  supplement  or  complement 
the  other.  It  means  a  common  use  of  the  railroad 
stations  and  other  railroad  facilities  by  the  bus — 
excuse  me,  I  am  accustomed  to  use  the  word  "bus" 
but  I  believe  out  here  you  use  "stage." 
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COMMISSIONER  WARE:  Well,  we  understand 
both. 

A.  In  the  stage  operations.  In  other  words,  the 
stages  will  have  as  complete  use  of  the  Santa  Fe 
rail  facilities  for  the  accommodation  of  passengers 
as  the  rail  passengers  themselves  have.  This  fur- 
nishes waiting  rooms,  water,  heat,  light  and  com- 
fort stations  and  the  Fred  Harvey  dining  car  service* 

MR.  MATTHEW:  Mr.  Bledsoe,  what  is  the  na- 
ture and  extent  of  the  passenger  station  facilities 
of  the  Santa  Fe  Railway  which  would  be  made  avail- 
able for  the  stage  service? 

A.  Those  facilities  are  adequate  to  care  for  both 
the  rail  and  stage  passengers  and  are  sufficiently 
near  to  each  other  to  afford  reasonable  inter- 
changes. The  coordination  also  contemplates  the 
making  of  bus  tickets  good  on  the  rail  lines,  on  the 
passenger  trains,  and  making  the  rail  tickets  good 
on  the  stage  lines,  so  that  there  will  be  a  complete 
interchange  of  business  and  any  person  desiring  to 
travel  by  either,  or  both,  may  travel,  as  it  suits  his 
convenience  best,  over  the  rail  or  over  the  stage 
lines. 

Q.  Have  you  had  any  actual  experience  else- 
where than  California  in  connection  with  the  use 
of  your  rail  station  facilities  in  conjunction  with 
the  stage  operation?  A.  Yes,  in  many  places  we 
are  using — the  stage  or  bus  passengers  are  using 
the  Santa  Fe  stations  and  the  Harvey  eating  house 
service. 

Q.  Can  you  give  us  some  illustrations,  if  you 
have  any  in  mind?  A.  I  do  not  recall  the  names 
of  the  stations  but  there  are  several  of  them  and 
the  arrangement  is  working  quite  satisfactorily. 

Q.  Now,  are  there  any  situations  where  the  serv- 
ice of  the  stage  line  can  be  coordinated,  with  the 
service  of  the  rail  carrier  in  such  fashion  that  there 
may  be  a  joint  service  taking  care  of  the  needs  of 
passengers  that  may  be  either  on  the  rails  or  on 
the  highway?  A.  Yes,  we  contemplate  as  to  intra- 
state transportation  the  use  of  busses  between  San 
Diego,  Los  Angeles  and  Bakersfield  to  connect  with 
the  trains  operated  between  Bakersfield  and  San 
Francisco,  giving  the  stage  passenger  the  right  to 
transfer  from  the  bus  or  stage  to  the  rail  service  at 
any  station  at  which  he  wishes  to  make  such  a 
transfer,  and  also  giving  the  rail  passengers  south- 
bound from  San  Francisco  and  Oakland  to  the  Val- 
ley cities  the  same  right  to  transfer  to  the  stage 
service  between  Bakersfield  and  Los  Angeles  and 
San  Diego. 

Q.  Are  there  any  situations  in  which  the  staot 
may  be  useful'  as  a  feeder  to  the  railroad,  thereby 
assisting  to  build  up  its  passenger  traffic?  A.  Yes, 
we  think  so;  there  are  many  places  where  that  can 
be  done. 
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Q.  Mr.  Bledsoe,  is  it  sometimes  the  case  that  the 
rail  line  in  a  given  territory  is  some  distance  re- 
moved from  the  main  highway  through  the  same 
territory,  with  the  result  that  passengers  going  by 
stage  or  by  rail  may  have  an  advantage,  if  there  is  a 
coordination  of  service?  A.  There  are  a  number 
of  places  in  which  that  condition  exists — I  should 
£%ay  many  places  probably. 

Q.  Is  there  any  advantage  to  be  derived  from 
that  proposed  coordinated  service  in  connection 
with  the  handling  of  baggage?  A.  Yes;  there  is 
some  difficulty  in  finding  space  for  the  handling 
of  baggage  on  stages,  while  there  is  almost  always 
adequate  space  in  the  baggage  cars  on  the  trains, 
and  baggage  which  could  not  be  taken  on  the  stage 
that  could  be  handled  in  the  baggage  car  of  the 
train. 

Q.  Is  such  service  contemplated  under  your  plan 
of  a  coordinated  stage  and  rail  transportation  sys- 
tem?    A.    It  is. 

Q.  What  are  the  principal  characteristics  of  the 
passenger  stage  service  which,  as  you  view  them, 
constitute  not  only  convenience  to  the  traveling 
public  but  which  suggest  the  practicability  as  well 
as  the  desirability  of  a  coordination  of  the  stage 
and  rail  services?  A.  I  would  like  to  read  the  opin- 
ion of  Mr.  Eastman,  who  has  given  more  thought 
to  this  than  anyone  else,  in  which  I  concur,  and 
which  has  a  very  splendid  summary  of  the  desira- 
bility of  coordination. 

MR.  FOULDS:  Now,  if  the  Commission  please, 
this  is  not  the  testimony  of  Mr.  Bledsoe.  He  is  read- 
ing a  paper  filed  in  a  brief.  I  hardly  think  it  is 
testimony.  I  don't  want  to  be  objecting  to  little 
things,  but  it  seems  to  me  this  is  going  beyond  the 
ordinary  bounds  of  testimony. 

COMMISSIONER  WARE:  Now,  you  should  be 
patient,  Mr.  Foulds;  maybe  you  will  enjoy  this  as 
well  as  I  will. 

MR.  KIDD:  Will  we  be  allowed  to  bring  in  mag- 
azine articles  by  different  authors,  too? 

COMMISSIONER  WARE:  If  they  are  as  perti- 
nent as  anything  Mr.  Eastman  has  to  say  about  the 
subject,  yes,  Mr.  Kidd,  and  I  especially  invite  you 
to  look  for  them  right  now;  they  will  be  fairly  de- 
terminative or  a  fair  approach  as  to  who  is  right 
and  who  is  wrong  in  this  controversy. 

MR.  KIDD:  Yes. 

THE  WITNESS:  I  am  reading  this,  Mr.  Commis- 
sioner, because  Mr.  Eastman  has  given  more  time 
and  more  study  and  more  consideration  to  this  sub- 
ject than  any  other  one  man  in  the  United  States. 
This  is  taken  from  page  67  of  the  report  of  the  Fed- 
eral Coordinator  of  Transportation  on  passenger 
traffic,  submitted  January,  1935 — it  is  section  61 
of  his  report  on  page  94,  rather — where  he  says: 
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"The  imperative  need  for  coordination  of  the 
various  forms  of  passenger  transportation  be- 
comes apparent  when  particular  train  services 
are  examined.  By  proper  coordination  of  rail- 
way and  highways,  many  schedules  of  both  car- 
riers which  are  now  operated  at  deficits  can  be 
made  profitable.  With  the  two  services  operat- 
ing parallel,  one  to  the  other,  there  is  every ^ 
reason  why  their  services,  rates,  depots,  tariffs 
and  practices  should  be  fully  welded  into  a  sin- 
gle transportation  system.  Consolidation  is  not 
necessary  to  accomplish  this  end.  It  can  be  at- 
tained by  contract,  joint  ownership,  lease,  and  in 
some  cases,  by  joint  rates." 
I  would  like  to  call  attention  to  another  con- 
clusion expressed  by  the  Federal  Coordinator: 

"At  the  present  time  the  highway  fare  is  con- 
siderably below  the  rail  fare — a  condition  which 
can    not    permanently   continue.      When    these 
fares  are  made  uniform,  it  will  be  inevitable  that 
many  of  the  passengers  now  using  the  highway 
carriers,  particularly  for  long  distances,  will  be 
diverted  to  the  railways.     This  diversion,   how- 
ever, will  be  offset  by  the  transfer  to  the  high- 
ways of  passengers  now  carried  on  thousands  of 
railway  trains  at  large  losses,  but  the  volume  of 
traffic  of  which   is  sufficient  to  make  highway 
operation  exceedingly,  profitable." 
MR.  MATTHEW:  To  what  extent,  if  at  all,  has 
your  staff  been  engaged  in  attacking  the  problem 
of  coordination  between  stage  and  rail  service  in 
the  State  of  California?     A.  They  have  been  giv- 
ing very  careful  consideration  to  the  matter  for  a 
considerable  period  of  time — in  fact,  I  think  prac- 
tically since  the  acquisition  of  the  Santa  Fe  Trail 
Stages. 

Q.  Have  you  appointed  or  constituted  any  com- 
mittee for  the  purpose  of  making  any  particular 
study  of  the  problem?  A.  Yes,  sir;  I  appointed  a 
committee  consisting  of  the  executive  vice-presi- 
dent, the  vice-president  in  charge  of  traffic,  the 
vice-president  in  charge  of  operation  and  the  gen- 
eral solicitor. 

Q.  Mr.  Bledsoe,  at  the  present  time  in  connec- 
tion with  the  interstate  operations  of  the  Santa  Fe 
Trail  System  in  California,  are  the  stage  passengers 
given  the  use  of  the  railroad  stations  and  Fred  Har- 
vey dining  rooms?    A.  They  are. 

Q.  What  plans  have  you  in  mind  with  respect 
to  handling  of  Santa  Fe  passengers  to  and  from  the 
City  of  San  Francisco  after  the  San  Francisco  Bay 
Bridge  has  been  completed?  A.  Well,  we  hope  be-  £ 
fore  that  time  that  we  will  be  able  to  give  a  com- 
bination train  and  bus  service  that  will  equal  any 
of  the  schedules  now  in  operation  between  San 
Francisco  and   Los  Angeles,    that   is,    by   train    to 

— 14— 


Bakersfield  and  by  stage  to  Los  Angeles,  and  by 
stage  from  Los  Angeles  to  Bakersfield  and  by  train 
from  Bakersfield  to  San  Francisco. 

Q.  Are  there  plans  definitely  in  mind  for  such  a 
combination  stage  and  rail  service  from  Los  Angel- 
es to  Bakersfield  and  to  San  Francisco,  and  vice 
versa,  as  you  have  described  it?  A.  Yes,  sir. 
f^  Q.  Will  you  state,  please,  whether  there  is  any 
particular  schedule  which  is  in  contemplation  for 
that  through  or  joint  stage  and  rail  service?  A. 
Well,  there  is  a  tentative  schedule  to  leave  Los 
Angeles  at  8:30  A.M.,  Bakersfield  12  o'clock  noon, 
San  Francisco  6:30  P.M.;  leave  San  Francisco  8:30 
A.M.,  Bakersfield  3  P.M.  and  arrive  in  Los  Angeles 
6:30  P.M. 

Q.   By  what  means  is  it — 

MR  BAGBY:  Just  a  moment,  please,  Mr.  Matt- 
hew; Mr.  Commissioner,  I  received  from  counsel 
amended  Exhibit  B  which  proposed  a  time  table,  and 
I  didn't  see  that  proposal  on  this  time  schedule. 
May  I  ask  counsel  if  that  last  answer  is  another 
proposal  or  amendment   to  the  time  schedule? 

MR.  MATTHEW:  No.  This  will  be  explained 
very  shortly  if  you  don't  mind  my  putting  it  in 
through  the  witness. 

MR.  BAGBY:  I  certainly  object  to  time  sched- 
ules which  are  not  handed  to  us,  because  that  is  a 
part  of  the  application. 

COMMISSIONER  WARE:  He  is  in  the  process 
now,  and  if  he  fails  in  that  process  I  will  appreciate 
it  if  you  will  call  my  attention  to  the  matter  again. 

MR.  MATTHEW:  By  what  means  is  it  contem- 
plated that  the  schedule  you  have  just  announced 
shall  be  met,  and  in  what  year  do  you  hope,  or  by 
what  year  do  you  hope  to  have  that  service  estab- 
lished? A.  Well,  the  schedule  involves  bus  trans- 
portation between  Los  Angeles  and  Bakersfield, 
both  ways,  and  rail  transportation  between  Bakers- 
field and  San  Francisco  or  Oakland,  both  ways,  and 
I  hope  to  have  it  in  substantially  ahead  of  the  time 
mentioned  by  me. 

Q.  What  is  that  time,  if  you  please?  A.  I  think 
the  date  of  the  Fair  is — well,  that  would  bring  it 
forward — I  would  say  by  January  1,   1938. 

MR.  BAGBY:  To  preserve  the  record,  at  least,  I 
wish  to  make  a  motion  to  strike  because  it  does  re- 
late to  a  proposal  for  the  future.  I  direct  your  par- 
ticular attention  to  the  fact  that  the  Public  Utili- 
ties Act,  as  it  relates  to  bus  operation,  only  pro- 
vides for  the  existing  convenience  and  necessity. 
Future  convenience  and  necessity  is  not  included, 
^nd  your  Commission  has  so  held  many  times.  Now, 
evidence  that  relates  to  future  proposals  not  now 
to  be  put  into  effect  and  future  convenience  and 
necessity,  should  not  be  received. 

MR.  MATTHEW:    If  the  Commission   please,    I 
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suggest  that  January  1,  1938,  is  not  very  far  dis- 
tant, especially  in  view  of  the  circumstances  that  it 
will  take  some  time  to  hear  this  case.  Now,  it 
seems  to  me  it  is  not  only  our  right  but  our  duty 
to  acquaint  the  Commission  with  the  full  program 
which  we  have  in  mind,  and  I  shall  relate  it  shortly 
to  the*  intermediate  program. 

COMMISSIONER  WARE:  Well,  in  that  connect 
tion,  before  we  pass  on  the  motion  to  strike,  the 
witness  Bledsoe  has  referred  to  a  service  and  he  has 
mentioned  San  Francisco  as  the  terminus.  And 
then  in  response  to  your  question,  Mr.  Matthew, 
in  which  question  you  spoke  of  San  Francisco-Oak- 
land Bay  bridge  and  its  completion,  I  should  like  to, 
before  I  pass  on  your  motion,  Mr.  Bagby,  ask  the 
witness  this  question:  What,  if  any,  arrangements 
or  plans  have  you  now  relative  to  utilizing  the  San 
Francisco-Oakland  Bay  bridge  in  order  to  effectu- 
ate a  service  between  Los  Angeles,  representing 
one  terminus,  and  San  Francisco,  another  terminus, 
via  Bakersfield  and  Oakland?  A.  Plans  are  already 
made  for  securing  permission  to  operate  a  bus  or 
stage  over  the  bridge  between  our  Oakland  station 
and  some  central  station   in  San   Francisco. 

Q.  Affecting  passengers,  of  course,  that  are  des- 
tined to  points  more  remote  than  Hayward  on  the 
south  and  Richmond  on  the  north?     A.  Yes,  sir. 

Q.  Either  originating  or  destined  to  San  Fran- 
cisco? A.  Yes,  sir,  originating  at  San  Francisco 
and  coming  to  Oakland,  or  passengers  destined  to 
Oakland  and  bound  for  San  Francisco — I  mean  des- 
tined so  far  as  the  rail  transportation  is  concerned. 

MR.  MATTHEW:  What  type  of  train— 

MR.  BAGBY:  Pardon  me,  may  I  ask  for  a  ruling? 

MR.  MATTHEW:  May  I  be  allowed  to  ask  one 
or  two  more  questions  and  then  the  ruling  be  made. 
What  type  of  train  have  you  in  mind  for  the  par- 
ticular service  which  you  have  described,  which  you 
say  you  hope  to  have  in  effect  on  or  before  Janu- 
ary 1,  1938?  A.  A  light  weight,  Diesel-drawn, 
modern  train. 

Q.  And  somewhat  on  the  streamline  type,  so- 
called?     A.  Yes,  sir. 

Q.  Has  the  Santa  Fe  been  making  any  studies 
or  investigations  respecting  the  type  of  passenger 
equipment  which  will  be  particularly  suitable  for 
service  in  this  train?  A.  We  have  been  making  a 
study  of  light  weight  passenger  equipment  that 
may  be  used  in  this  train  or  any  other  train  of  a 
similar  character.  We  have  built  one  coach  and 
have  another  under  construction  which  we  think 
represents  the  last  word  in  air-conditioning  arrJL 
convenience  for  passengers,  weighing  a  little  more 
than  one-half  of  the  weight  of  the  standard  train, 
having  the  full  width  of  the  standard  train  and 
substantially  the  same  length,  having  a  ladies'  room 
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in  the  rear,  or  in  one  end  of  the  car,  and  one  for 
gentlemen  in  the  other,  smoker,  wash  room  facili- 
ties and  toilet  and  so  on. 

Q.  Now,  may  I  ask  you  to  state  what  schedule 
you  have  immediately  in  mind  for  your  combination 
stage  and  rail  service  between  Los  Angeles  and  San 
Francisco  via  Bakersfield  in  the  event  the  applica- 
tions are  granted,  that  is,  before  January  1,  1938? 

MR.  BAGBY:  Pardon  me,  again  I  ask  for  the  rul- 
ing on  my  motion.  He  is  going  into  another  sub- 
ject with  that  question. 

MR.  MATTHEW:  If  your  Honor  please,  I  am 
trying  to  bridge  the  gap.  The  witness  somewhat 
anticipated  the  question  in  the  first  instance.  I 
intended  to  ask  him  to  state  the  service  that  would 
be  immediately  established  and  then,  second,  to 
bring  out  the  service  which  he  hopes  to  have  in 
effect  by  January  1 ,  1  938,  and  I  submit  that  should 
be  done  before  the  ruling  is  made. 

COMMISSIONER  WARE:  I  had  other  questions, 
but  you  go  ahead  and  we  will  see  how  well  you  close 
that  gap  or  how  poorly  you  do.  Let  us  get  it  closed 
if  we  can.  A.  I  haven't  before  me  and  I  can't  re- 
call from  memory  the  schedule  to  be  put  into  ef- 
fect immediately. 

MR.  MATTHEW:  Is  it  planned  to  put  immedi- 
ately into  effect  a  schedule  shorter  than  any  sched- 
ule that  is  now  possible  by  your  route,  by  means  of 
this  stage  and  rail  service,  from  Los  Angeles  to  San 
Francisco  via  Bakersfield?     A.    It  is. 

MR.  BAGBY:  Just  a  moment,  I  wish  to  object 
to  that.  We  have  been  given  an  amended  exhibit 
today.  Of  course,  we  haven't  had  a  chance  to 
study  it.  But  the  question  he  is  asking  certainly 
could  be  directed  to  the  exhibit  instead  of  the 
question  that  is  asked.  If  we  are  going  to  have 
other  schedules  proposed,  certainly  the  rules  of 
your  Commission  are  plain  and  we  ought  to  have 
the  schedules  before  us. 

MR.  MATTHEW:  May  I  reply  to  that  very  brief- 
ly? Of  course,  I  haven't  offered  this  witness  as  an 
expert  on  the  details  of  the  proposed  schedules.  A 
subsequent  witness  will  take  up  these  schedules  in 
detail  and  is  prepared  to  answer  any  questions 
which  are  proper.  If  my  recollection  serves  me 
correctly,  the  stage  which  will  be  run  between  Los 
Angeles  and  Bakersfield  in  conjunction  with  the 
train  service  will  be  one  of  the  stages  set  forth  in 
the  schedule  annexed  to  the  application  as  the 
schedule  is  mentioned.  I  am  not  asking  about 
anything  that  is  not  covered  by  the  application. 
♦Of  course,  there  was  no  occasion  for  putting  in  the 
schedules  as  annexed  to  the  application  without 
connecting  train  service.  I  am  now  trying  to  de- 
velop some  of  the  features  of  the  coordinated  serv- 
ice. 
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COMMISSIONER  WARE:  Both  before  and  after 
the  completion  of  the  bridge  between  San  Francis- 
co and  Oakland.  What  were  you  about  to  say,  Mr. 
Bagby? 

MR.  BAGBY:  I  did  want  to  say  the  application 
alleges  a  coordinated  service  and  there  has  been 
testimony  to  that  effect.  Certainly,  the  schedules, 
ought  to  be  attached  and  should  show  the  coordin^ 
ated  service  they  propose.  We  have  only  the  testi- 
mony and  not  even  an  exhibit  of  these  schedules. 
We  have  testimony  that  they  are  going  to  put  in  a 
fast  schedule,  faster  than  now  available,  but  it  is 
not  hardly  fair  to  the  protestants,  who  certainly 
have  a  right  to  examine  them,  and  I  think  we 
should  have  them  before  us  as  an  exhibit  before 
the  witness  is  examined. 

COMMISSIONER  WARE:  What  the  Commis- 
sion desires  to  ascertain  from  this  witness,  as  all 
others,  are  any  of  the  evidentiary  facts  upon  which 
we  might  conclude  public  interest  would  be  served 
best  by  the  granting  or  the  denial  of  the  applica- 
tions sought.  Now,  this  gentleman  is  offered  here 
as  president  of  the  company  and  he  is  endeavoring 
at  this  time  to  describe,  as  he  understands  it,  the 
efforts  that  he  plans  to  make  to  improve  the  service 
or  to  add  another  service  in  this  field.  Certainly, 
he  is  not  going  to  be  precluded  from  having  every 
opportunity  to  describe,  as  he  understands  it,  this 
proposed  service.  If  the  proposed  service  that  this 
witness,  or  if  the  proposed  service  that  is  testified 
to  by  all  the  witnesses  in  favor  of  the  applicant,  is 
not  in  harmony  with  their  application  or  the  amend- 
ments to  the  application  or  the  exhibits  attached 
to  the  application,  then  it  either  becomes  necessary 
for  the  applicant  to  amend  his  pleading,  or  its 
pleading  and  amendments,  so  as  to  have  them 
comply  with  the  evidence,  or  we  will  have  to  make 
findings  that  the  relief  sought  in  the  application  is 
not  supported  by  the  evidence.  It  is  very  difficult, 
of  course,  to  approach  the  finished  picture  by  only 
a  few  questions.  I  don't  see  anything  infirm  about 
this  method  of  proceeding  and  I  should  like  to  have 
the  witness  answer  these  questions  in  order  that 
we  may  know  as  directly  as  possible — 

MR.  BAGBY:  I  am  not  arguing  or  antagonizing 
a  ruling  at  all,  but  if  I  understood  the  testimony 
correctly,  the  bus  schedule  portion  of  this  rail  serv- 
ice does  not  appear  in  the  time  schedules  pre- 
sented. 

(  THE  WITNESS:  I  did  not  say  that  because  I  did- 
n't know  and  I  haven't  seen  that  schedule  myseh* 
and  am  not  familiar  with  the  details  of  the  service 
that  is  to  be  installed.  I  do  not  undertake  to  keep 
myself  in  touch  with  every  schedule  on  the  Santa 
Fe  System.     No  man  could  do  it.     We  do  have  men 
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here    in   California   who   will    have   charge   of    that 
matter  and  they  will  be  on  the  witness  stand. 

MR.  KIDD:  Your  Honor,  could  we  not  make  a 
distinction  between  the  evidence  of  this  witness 
and  the  others,  between  what  is  possible  and  that 
may  be  furnished  in  the  future,  and  what  service 
^  the  applicant  is  definitely  offering  here  to  be  fur- 
nished? It  seems  to  me  that  distinction  can  be 
readily  made  and,  as  we  go  along,  it  will  be  of  as- 
sistance not  alone  to  the  Commission  but  to  every- 
one that  has  a  part  in  the  case. 

COMMISSIONER  WARE:  I  think  that  is  a  very 
fair  and  proper  observation,  and  as  I  understand 
Mr.  Matthew's  examination  here  certainly  is  not 
repugnant  to  the  suggestion  just  made. 

MR.  KIDD:  I  think  the  witness  could  well  clarify 
it  by  saying  that  that  is  something  he  and  his  com- 
pany have  in  mind  as  a  possibility,  or  if  they  are 
undertakng  any  such  definite  offer  now  of  that 
kind  of  service. 

THE  WITNESS:  I  am  making  a  definite  offer  of 
that  kind  of  service  which  covers  Diesel  engines 
and  coaches  and  everything  necessary  to  operate  a 
train  of  that  kind  between  the  two  places. 

MR.  BAGBY:  I  find  nothing  of  that  kind  in  your 
application  and  I  think  you  are  misinformed  about 
it. 

COMMISSIONER  WARE:  Let  me  ask  you  a  few 
questions.  Whether  or  not  it  is  in  the  applica- 
tion, I  would  like  to  clarify  my  mind  with  reference 
to  what  you  contemplate  and  now  offer  in  the  way 
of  service  between  Los  Angeles  and  San  Francisco. 
Do  you  propose  to  use  the  bridge  which  will  be 
completed  some  time  in  1937  or  1938  and  which  it 
is  planned  will  have  a  lower  deck  for  the  accommo- 
dation of  auto  busses  or  stages  and  also  two  lines 
or  two  tracks — two  lines  of  tracks  electrified?  Do 
you  plan  on  using  any  portion  of  that  deck  of  that 
bridge  in  your  operation?     A.  We  do. 

Q.  Have  you  negotiated  with  the  Toll  Bridge 
Authority?  A.  Negotiations,  I  understand,  are  in 
progress;  I  haven't  personally  conducted  any  ne- 
gotiations. 

Q.  But  your  company  has,  as  you  understand  it? 
A.  Yes. 

Q.  Do  you  or  not  know,  or  have  you  received  as- 
surances that  arrangements  can  be  made  suitable 
to  the  consummation  of  any  such  service?  A.  It 
is  my  information  they  have. 
*  Q.  Do  you  plan  to  operate  on  the  bridge  by  bus- 
ses or  by  electrified  cars?    A.   Busses. 

Q.  Now,  your  service,  as  I  understand  it,  north 
from  Bakersfield  is  by  train?  A.  We  expect  to 
have  both  busses  and  trains  from  Bakersfield  in. 

Q.  To  San  Francisco?     A.  To  San  Francisco,  but 
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between  Los  Angeles  and   Bakersfield   the  service 
would  be  by  bus. 

Q.  Well  then,  in  so  far  as  the  bus  service  is  con- 
cerned, you  are  now  contemplating  a  service  into 
San  Francisco  over  the  bridge  which  will  be  direct, 
no  transfers  occasioned  then,  we  will  say,  on  the 
Alameda  side  of  that  bridge?  A.  That  is  true,  anc% 
our  station  is  particularly  well  located  for  that 
purpose. 

COMMISIONER  WARE:  Now,  I  have  no  recol- 
lection in  reading  your  four  applications  of  any 
reference  to  your  proposed  dedication  just  made. 
Do  you  desire  to  make  that  dedication?  Do  you  de- 
sire to  have  your  application  amended  so  as  to  en- 
compass it? 

MR.  MATTHEW:  If  your  Honor  please,  may  I 
reserve  my  reply  to  that  until  tomorrow  morning? 
I  think  the  applications  are  complete  as  they  read, 
but  it  may  be  I  am  in  error  in  that  respect. 

COMMISSIONER  WARE:  I  may  be  in  error. 
However,  we  have  passed  over  the  hour  of  adjourn- 
ment by  10  minutes.  We  will  recess  at  this  time 
to  10  o'clock  tomorrow  morning. 

(Whereupon,  at  the  hour  of  4:40  o'clock  P.  M. 
an  adjournment  was  taken  to  Thursday,  March 
5,  1936,  at  10  o'clock  A.  M.,  at  Los  Angeles, 
California.) 


LOS  ANGELES,  CALIF.,  MARCH  5,  1936: 
10  O'CLOCK  A.  M. 


COMMISSIONER  WARE:  The  Commission  is  in 
order. 

MR.  MATTHEW:  If  the  Commission  please,  be- 
fore Mr.  Bledsoe  resumes  his  testimony,  I  would 
like  to  offer  two  additional  exhibits.  I  would  of- 
fer first  a  map  of  the  Atchison,  Topeka  &  Santa  Fe 
Railway  System  and  request  that  it  be  received  as 
our  Exhibit  No.  7. 

COMMISSIONER  WARE:  It  will  be  received  and 
marked  Exhibit  7. 

MR.  MATTHEW:  I  think  copies  have  been  dis- 
tributed. The  next  I  desire  to  offer  is  a  complete 
copy  of  the  Passenger  Traffic  Report  of  the  Feder- 
al Coordinator  of  Transportation,  dated  January 
17,  1935,  to  which  Mr.  Bledsoe  referred  briefly  in 
the  course  of  his  testimony  yesterday.  We  hav^ 
but  six  copies  here  this  morning  and  I  can  furnish- 
two  copies  for  the  use  of  the  Commission  and  four 
copies  for  opposing  counsel  and  shall  be  glad  to 
furnish  additional  copies,  if  desired,  though  I  imag- 
ine copies  of  this  report  are  in  the  hands  of  counsel 
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themselves.      We   desire   that   this   be   received   as 
our  Exhibit  No.  8,  if  the  Commission  please. 

COMMISSIONER    WARE:    This    bound    volume 
entitled    "Passenger    Traffic    Report,    prepared    by 
Section    of    Transportation    Service"    and    headed 
"Federal  Coordinator  of  Transportation"  will  be  re- 
ceived in  evidence  and  marked  Exhibit  8. 

S.  T.  BLEDSOE, 
recalled,     DIRECT  EXAMINATION     resumed: 

MR.  MATTHEW:  At  the  conclusion  of  the  hear- 
ing yesterday  I  think  we  had  not  entirely  cleared  up 
the  matter  of  the  service  proposed  by  the  Santa  Fe 
between  Los  Angeles  and  San  Francisco,  via  Bak- 
ersfield.  May  I  ask  you  again  to  state  specifically 
what  stage  service  is  immediately  contemplated? 
A.  Our  application  contemplates  four  stage  sched- 
ules each  way  daily  between  Los  Angeles  and  San 
Francisco.  The  details  are  shown  in  the  application 
and,  for  the  time  being  and  until  the  Oakland 
bridge  is  completed,  these  busses  will  use  the  ferry 
between  Oakland  and  San  Francisco.  After  the 
bridge  is  completed  we  contemplate  having  them 
pass  over  the  bridge  after  we  secure  the  approval 
of  the  Railroad  Commission  and  the  California  Toll 
Bridge  Authority. 

Q.  Are  you  planning  any  other  service  between 
Los  Angeles  and  San  Francisco?  A.  Yes,  we  are 
planning,  as  set  forth  in  the  application,  a  coordin- 
ated rail  and  bus  service.  In  this  service,  passen- 
gers will  use  our  stages  between  Los  Angeles  and 
Bakersfield,  then  a  train  between  Bakersfield  and 
Oakland.  The  San  Francisco  passengers  will,  until 
the  bridge  is  completed,  use  the  existing  ferry 
facilities  across  the  Bay.  After  the  bridge  is  com- 
pleted these  trains  will  be  met  at  our  Oakland  sta- 
tion by  train-connection  busses,  which  will  carry 
them  across  the  bridge  to  our  San  Francisco  stage 
terminal. 

Q.  What  stage  and  rail  schedules  between  Los 
Angeles  and  San  Francisco,  via  Bakersfield,  are  im- 
mediately to  be  provided  in  the  event  that  your  ap- 
plications are  granted?  A.  Our  operating  depart- 
ment has  been  authorized  to  expedite  the  sched- 
ules of  our  two  existing  passenger  trains  each  way 
between  Bakersfield  and  San  Francisco,  so  that  the 
average  elapsed  time  between  those  points  will  be 
in  the  neighborhood  of  9  hours.  These  train 
schedules  will  be  maintained  in  conjunction  with 
certain  of  the  bus  schedules  between  Los  Angeles 

*  and  Bakersfield,  as  shown  in  our  amended  exhibit 

*  B  to  the  applications.  This  will  mean  that  the  to- 
tal running  time  between  Los  Angeles  and  San 
Francisco  will  be  roughly  in  the  neighborhood  of 
12'/2  hours.  Our  operating  department  witnesses 
will  explain  the  proposed  schedules  in  detail. 
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Q.  Mr.  Bledsoe,  you  stated  yesterday  that  it  is 
contemplated  that  a  much  faster  service  will  be  in- 
augurated between  Bakersfield  and  San  Francisco 
by  modern  streamline  trains,  such  service  to  be  es- 
tablished on  or  before  January  1,   1938. 

MR.  BAGBY:    Just  a  moment,  I  made  a  motion 
to  strike  on  that  yesterday  afternoon  and    it  stif^ 
has  not  been  ruled  on. 

MR.  MATTHEW:  Will  you  pardon  me  until  I 
complete  my  question  first  and  then  we  will  argue 
the  objection.  May  I  ask  you  to  state  whether  or 
not  you  mean  by  this  testimony  to  commit  the 
Santa  Fe  definitely  to  the  inauguration  of  this 
service,  in  the  event  that  the  applications  are 
granted? 

MR.  KIDD:  Objected  to  as  outside  the  scope  of 
the  pending  applications  and  being  the  subject  mat- 
ter of  a  separate  and  further  application. 

COMMISSIONER  WARE:  Now,  will  you  read  the 
question,  please? 

(Question  read.) 

COMMISSIONER  WARE:  Now,  do  you  mean  by 
that  question  that  these  trains  are  going  over  the 
bridge? 

MR.  MATTHEW:  No,  Mr.  Commissioner,  un- 
less, of  course,  the  bridge  should  be  adapted  to 
handling  these  particular  trains,  or  trains  of  the 
particular  type,  which  is,  I  suppose,  one  of  the  pos- 
sibilities; but,  so  far  as  the  immediate  question  is 
concerned,  it  relates  to  the  inauguration  of  faster 
train  schedules  between  Bakersfield  and  Oakland, 
with  the  connecting  service  by  bus  from  the  Oak- 
land depot  of  the  Santa  Fe  to  a  central  station  in 
San  Francisco. 

COMMISSIONER  WARE:  Now,  let  us  get  this 
thing  plainly  stated.  In  Application  20,170  there 
is  involved  your  proposed  service,  generally  speak- 
ing, between  Los  Angeles  and  San  Francisco. 

MR.  MATTHEW:  Yes. 

COMMISSIONER  WARE:  Bakersfield  being  the 
intermediate  point — that  is  to  say,  the  service  is 
via  Bakersfield.  i 

MR.  MATTHEW:  That  is  true. 

COMMISSIONER  WARE:  In  your  application 
just  numbered  you  propose  that  that  service  be  in- 
tegrated, the  bus  service  that  you  propose  and 
contemplate  operating  over  that  territory  and  be- 
tween those  points  you  propose  to  have  integrated 
and  coordinated  with  your  rail  service,  is  that  not 
true?  „ 

MR.  MATTHEW:  That  is  true.  ^ 

COMMISSIONER  WARE:  Isn't  the  effect  of  this 
application  20,170  just  that?  Now,  the  only  ef- 
fect of  this  question  goes  to  the  dedication  and  the 
scope  and  the  kind  of  service  proposed  by  applicant 
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by  rail,  which  is  a  part  of  the  coordinated  and  in- 
tegrated service  that  presents  the  overall  picture 
between  Los  Angeles  and  San  Francisco.  Is  that 
a  statement  in  line  with  what  you  have  in  mind, 
Mr.  Matthew? 

MR.  MATTHEW:  That  is  a  precisely  exact  state- 
£,ment  of  what  we  have  in  mind. 

COMMISSIONER  WARE:  All  right.  Do  you  still 
urge  your  motion  to  strike? 

MR.  BAGBY:  Yes,  I  do,  on  the  basis  that  the 
future  convenience  and  necessity  has  been  ruled 
on  again  and  again.  We  have  to  cross-examine 
these  witnesses  on  this  subject  and  we  are  unable 
to  cross-examine  on  something  contemplated  a 
year  and  a  half  hence.  It  is  future  convenience 
and  necessity  contemplated  in  these  plans  and 
what  they  will  do  in  the  future. 

COMMISSIONER  WARE:  I  don't  agree  with 
you,  for  this  reason,  that  we  frequently  issue  cer- 
tificates depending  upon  contingencies  occurring 
in  the  future.  For  instance,  a  year  ago  in  Decem- 
ber, or  I  mean  December,  1934,  the  Commission, 
Commissioners  Devlin,  Harris  and  myself,  heard 
over  a  number  of  days  the  application  of  the  Inter- 
urban,  which  is  a  subsidiary  of  the  Southern  Pacif- 
ic, and  the  Key  System,  which  is  a  combination  of 
the  East  Bay  System  identified  generally  the  name 
of  Key  System,  for  a  certificate  of  public  conven- 
ience and  necessity  to  operate  over  the  San  Fran- 
cisco-Oakland Bay  bridge.  That  structure  is  still 
in  the  process  of  construction.  It  will  be  complet- 
ed for  vehicular  movement  probably  in  the  latter 
part  of  1936  and  it  is  conjectured  that  the  rails 
will  probably  be  available  for  service  at  the  end  of 
1937  or  early  1938. 

Now,  we  are  meeting  the  question  and  we  are 
going  back  tomorrow  to  conclude  the  question  of 
public  convenience  and  necessity,  as  to  whether 
mass  transportation  should  move  over  that  bridge 
consistent  with  public  interest,  the  interest  of  Ala- 
meda County  and  San  Francisco. 

Now,  in  this  connection,  I  feel  that  this  appli- 
cant, or  any  applicant,  has  a  right  to  have  consid- 
ered all  of  the  elements  that  go  to  make  the  over- 
all picture  of  public  interest,  public  requirements, 
the  movement  of  passengers  between  those  points 
relating  and  comprehending  fully  the  conditions 
of  the  present,  anticipating  and  contemplating  the 
conditions  of  the  future.  Obviously,  no  matter 
what  course  these  applications  take,  there  will  be 
*no  order  from  this  Commission  finally  determina- 
tive on  these  various  applications  for  many  months. 
It  is  conceivable  this  matter  may  not  be  settled  for 
a  year.  No  fair  or  accurate  comprehension  of  the 
problem  could  be  confined  to  conditions  of  today. 
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We  are  answering  public  convenience  and  neces- 
sity as  much  by  a  faithful  projection  into  the  fu- 
ture as  we  are  by  a  fair  consideration  of  existing 
conditions. 

The  motion  to  strike  is  denied  and  your  objec- 
tion is  overruled. 

(Question  read  as  follows:  "Q.  You  stated  yes-^- 
terday  that  it  is  contemplated  that  a  much  faster 
service  will  be  inaugurated  between  Bakersfield  and 
San  Francisco  by  modern  streamline  trains,  said 
service  to  be  established  on  or  before  January  1, 
1938.  May  I  ask  you  to  state  whether  or  not  you 
mean  by  this  testimony  to  commit  the  Santa  Fe 
definitely  to  the  inauguration  of  this  service?") 
A.  I  mean  to  commit  the  Santa  Fe  definitely  to  the 
establishment  of  that  service,  if  these  applications 
are  granted.  We  are  working  on  that  plan  at  the 
present  time,  and  the  problem  is  simply  one  of 
mechanical  and  construction  detail,  largely  me- 
chanical. In  other  words,  the  new  developments 
in  transportation,  the  Diesel  engine  and  the  light 
weight  train,  have  not  yet  been  completely  solved. 
We  are  constructing  light  weight  streamline  cars  for 
the  purpose  of  determining  the  best  type,  the  one 
that  will  give  the  greatest  amount  of  comfort  to 
the  passengers  and  the  least  tonnage  to  the  railway 
company  to  haul.  We  are  experimenting  with 
Diesel  engines  to  secure  development  which  will 
destroy  some  of  the  bugs  that  have  been  found  in 
them  in  the  past.  If  we  had  those  two  problems 
solved  today  I  would  be  willing  to  say  that,  as  soon 
as  this  order  permitted,  that  train  would  be  put  on, 
that  as  soon  as  the  order  is  granted  the  train 
would  be  put  on.  But  it  is  wiser  to  take  the 
necessary  time  to  determine  what  is  the  high- 
est type  of  modern  equipment,  the  lightest 
weight  and  the  most  expeditious  form  of  mo- 
tive power.  That  is  the  reason  why  I  am 
not  saying  we  would  do  it  within  a  shorter  time 
than   mentioned   in  my  statements  yesterday. 

Q.  BY  MR.  MATTHEW:  May  I  ask  whether 
these  streamline  trains  will  displace  any  of  your 
existing  trains  running  between  Bakersfield  and 
San  Francisco?  A.  They  will  not.  The  purpose  is 
to  have  the  trains  which  are  now  operating  contin- 
ued as  they  are,  and  in  connection  with  the 
bus  service,  to  give  an  expedited  service  with  few, 
relatively  few,  station  stops  than  required  now.  Sta- 
tion stops  are  an  important  factor  in  making  quick 
time. 

Q.  Mr.   Bledsoe,  were  the  schedules  which  your 
gave  yesterday  for  use  in  conjunction  with  this  pro- 
posed streamline   train   service    illustrative,   or  did 
you   intend  to  commit  the  Company  to  particular 
hours  of  departure  and  arrival?     A.  They  were  il- 
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lustrative.  If  we  can  give  better  service  by  a  dif- 
ferent schedule  operating  between  Bakersfield  and 
Oakland  at  different  hours  we  would,  of  course, 
want  to  have  the  advantage  of  giving  that  better 
service. 

Q.  I  think  you  stated  yesterday  that  the  passen- 
ger stage  operations  of  the  Santa  Fe  in  California, 
^Doth  interstate  and  intrastate,  would  ultimately  be 
handled  by  one  corporation.  Is  this  also  the  way 
in  which  they  will  be  handled  immediately  upon 
the  approval  of  these  applications?  A.  No.  It  is 
my  understanding  that  there  is  some  legal  compli- 
cation arising  out  of  the  Federal  Motor  Carrier  Act 
of  1935  and  it  will  be  necessary,  for  the  time  be- 
ing, to  have  the  interstate  operations  conducted  by 
the  Santa  Fe  Trail  Stages,  Inc.,  and  the  intrastate 
operations  conducted  by  the  Santa  Fe  Transporta- 
tion Company,  under  an  arrangement  whereby  the 
two  stage  companies  will  use  the  same  offices,  sta- 
tions, busses  and  other  facilities  and  will  jointly 
employ  the  necessary  personnel.  All  expenses,  in- 
cluding capital  costs,  will  be  borne  in  accordance 
with  the  proportion  that  the  revenue  of  each  com- 
pany bears  to  the  total  revenues.  There  will  be  uni- 
fied control  and  responsibility.  There  will  be  full 
compliance  with  all  the  laws  of  the  State  of  Cali- 
fornia and  with  the  rules  and  regulations  of  this 
Commission.  In  every  respect  our  present  plans 
for  operation  are  subject  to  change  at  the  sugges- 
tion of  the  Commission.  We  ourselves  may  want 
to  come  to  you  later  on  asking  for  your  approval  of 
such  modifications  as  may  be  indicated  by  subse- 
quent experience  to  be  desirable  in  the  interest  of 
greater  simplicity  and  more  efficient  and  economi- 
cal transportation  service. 

Q.  To  what  extent,  if  at  all,  will  the  Santa  Fe 
Railway  Company  be  responsible,  financially  and 
otherwise,  for  the  operations  contemplated  by  these 
applications?  A.  The  financial  ability  and  integ- 
rity of  the  Santa  Fe  Railway  are  behind  these  appli- 
cations, and  we  expect  to  be  fully  responsible. 

Q.  Mr.  Bledsoe,  you  have  spoken  of  the  advan- 
tages of  coordination  between  stage  and  rail  in 
rendering  transportation  service.  What  are  the 
reasons  which  satisfy  you  that  there  can  be  such  a 
coordination  of  service?  A.  Some  of  the  reasons 
are  as  follows:  Because  of  the  convenience  in  pick- 
ing up  and  discharging  passengers  at  numerous 
points  other  than  established  depots;  second,  be- 
cause of  their  flexibility  in  operation,  responsive  to 
^flexibility  of  different  highway  routes;  third,  be- 
cause of  the  economy  of  operation,  and  this  is  par- 
ticularly marked  with  respect  to  the  smaller  units 
of  traffic.  Groups  of  40  passengers  or  less  can  be 
handled  most  conveniently  and  economically  in  one 
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or  two  busses.  When  a  larger  group  is  to  be  car- 
ried as,  for  example,  200  passengers,  the  service  by 
rati  is  probably  the  more  economical.  Thus,  the 
train  and  stage  each  has  its  proper  field.  The  train 
excels  for  mass  transportation,  while  the  stage  serv- 
ice can  be  employed  more  profitably  where  the 
traffic  on  a  given  route  or  at  a  given  hour  is  too 
light  to  justify  train  service.  Fourth,  because  cOf 
better  frequency  of  service.  Fifth,  because  of 
preference  for  highway  transportation  on  the  part 
of  a  substantial  proportion  of  the  traveling  public. 
Sixth,  because  of  the  complementary  character  of 
rail  and  stage  operations  when  both  are  being  con- 
ducted under  common  management  and  control. 

Q.  Do  you  expect  that,  as  a  result  of  the  inaug- 
uration of  the  train  service  contemplated  by  these 
applications,  any  of  the  existing  passenger  trains  of 
the  Santa  Fe  will  be  eliminated?     A.   I  do  not. 

Q.  What  do  you  think  will  actually  happen  with 
respect  to  your  passenger  train  service  in  general? 
A.  The  passenger  train  service,  if  coordinated  with 
the  bus  service,  ought  to  improve.  It  would  only 
be  looking  forward  with  an  estimate  to  say  that 
there  should  be  an  increase  rather  than  a  decrease 
in  passenger  train  service. 

Q.  From  what  source  or  sources  do  you  expect 
to  obtain  the  greater  part  of  the  new  passenger 
traffic  which  will  be  attracted  to  your  proposed 
service?  A.  I  look  for  the  restoration  of  passenger 
travel  to  be  found  in  that  large  group  of  people  now 
traveling  in  private  automobiles  on  the  highway. 
California,  with  its  climate  and  with  its  proportion 
of  automobiles  to  population,  affords  a  much  great- 
er opportunity  for  diversion  from  private  automo- 
bile operation  to  bus  and  rail  operation  than  is  af- 
forded, so  far  as  I  know,  anywhere  else  in  the  United 
States.  Its  magnificent  highways  have  attracted  an 
enormous  number  of  people  to  California.  Many 
people  are  going  on  the  assumption  that  their  cost 
of  transportation  by  private  automobile  is  less  than 
by  rail  or  by  bus.  Studies  made  by  the  Coordinator 
indicate  that  only  in  certain  instances  are  these 
costs  less.  With  a  bus  rate  of  a  cent  and  a  half  a 
mile  we  believe  there  would  be  a  very  large  diver- 
sion of  automobile  passengers  from  private  auto- 
mobiles on  the  highways  to  stage,  auto  stage  oper- 
ations. 

Q.  You  referred  yesterday  to  the  loss  of  passen- 
ger traffic  by  the  Santa  Fe  by  reason  of  stage  com- 
petition. Did  you  mean  to  imply  that  these  pas- 
senger traffic  losses  were  due  primarily  to  stagp 
competition?  A.  No.  They  are  due  in  a  substan- 
tial part  to  stage  competition  and  a  substantial 
part  to  other  factors,  including  the  depression. 

Q.  Are  they  also  due  to  the  loss  of  certain  passen- 
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gers  from  the  rails  to  the  private  automobile?  A. 
Yes,  that  is  the  largest  single  factor,  in  my  judg- 
ment. 

Q.  I  will  ask  you  to  state  the  reasons  which  have 
led  to  the  adoption  of  your  proposed  basic  rate  of 
fare  of  1  Vz  cents  per  passenger  mile? 

COMMISSIONER  WARE:  Will  you  indulge  me 
^fast  for  a  question?  I  would  like  to  clear  up  one 
thing  before  you  get  into  that  subject. 

MR.  MATTHEW:  Certainly,  Mr.  Commissioner. 

COMMISSIONER  WARE:  Can  you  tell  me  now, 
Mr.  Bledsoe,  what  is  your  justification  for  saying 
that  the  inauguration  of  this  proposed  service  will, 
in  your  opinion,  increase  the  number  of  passengers 
patronizing  your  rail  service?  A.  Because  we  pro- 
pose to  make  the  rail  fare  the  same  as  the  bus  fare 
and  to  give  to  the  man  who  travels  in  his  own  auto- 
mobile on  the  highway  the  same  rate  he  would  get 
on  the  bus.  And  it  is  the  low  rate  and  the  coord- 
inated service  that  we  believe  will  bring  back  to- 
both  rail  and  bus  a  large  volume  of  traffic  that  is 
now  moving  by  persons  using  their  own  automo- 
biles. 

COMMISSIONER  WARE:  Now,  will  you  kindly 
read  the  last  question,  Mr.  Reporter? 

(Question  read  as  follows:  "Q.  I  will  ask  you  to 
state  the  reasons  which  have  led  to  the  adoption  of 
your  proposed  basic  rate  of  fare  of  1  Vz  cents  per 
passenger  mile?")  A.  I  have  personally  partici- 
pated in  discussions  which  have  taken  place  from 
time  to  time  with  members  of  my  staff  as  to  the 
basic  rate  of  fare,  as  well  as  to  its  availability  to 
passengers  in  railroad  coaches  and  its  peculiar 
adaptability  to  the  State  of  California.  I  desire  to 
make  it  extremely  clear  that  our  basic  rate  of  fare 
of  1  Vz  cents  a  mile  has  not  been  adopted  reckless- 
ly, or  merely  out  of  a  desire  to  give  our  project  an 
attractive  aspect.  The  determination  of  the  proper 
fare  basis  has  been  the  subject  of  a  great  deal  of 
thought  and  investigation  on  the  part  of  my  asso- 
ciates and  myself.  At  one  time  we  were  disposed 
to  feel  that  a  rate  of  2  cents  a  mile  would  be  ap- 
propriate. However,  further  consideration  of  the 
question,  in  the  light  of  investigations  which  were 
I  made,  convinced  us  that  we  were  not  only  war- 
ranted in  offering  a  fare  of  1  Vz  cents  a  mile  but 
that  it  should  actually  prove  more  profitable  to  us 
than  a  higher  fare.  While  this  matter  will  be  cov- 
ered in  detail  by  subsequent  witnesses,  I  feel  quali- 
fied to  make  a  brief  statement  of  the  reasons  which 

ve  at  least  been  persuasive  to  me  in  this  connec- 
tion. 

First,  it  is  axiomatic  that,  in  order  to  be  profit- 
able, passenger  traffic  must  be  carried  in  a  large 
volume  so  far  as  train  service  is  concerned.     We 
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must,  therefore,  adopt  a  fare  which  is  calculated  to 
produce  traffic  density.  The  falling  off  in  volume 
of  the  passenger  traffic  by  rail  during  a  period  of 
15  years  last  past  is  apparently  attributable  in  large 
part  to  the  maintenance  of  fares  in  excess  of  the 
ability,  or  at  least  the  willingness,  of  the  great 
mass  of  the  public  to  pay.  The  wholesale  desertion 
from  passenger  trains  to  auto  stages  and  private 
automobiles   is  convincing  evidence  of  this   truth. 

Experiments  with  very  low  fares  which  have  been 
carried  on,  particularly  in  the  Southeastern  States, 
under  circumstances  which  appear  to  be  somewhat 
comparable  with  the  circumstances  which  exist  in 
California,  have  resulted  in  substantial  recovery  of 
passenger  traffic  by  the  rail  lines.  I  may  add  that 
our  own  experiment  with  reduced  fares  on  the 
Santa  Fe  from  Los  Angeles  to  San  Diego  has  pro- 
duced almost  similar  results. 

The  Federal  Coordinator  of  Transportation,  Com- 
missioner Joseph  B.  Eastman,  has  reported  after  a 
comprehensive  investigation  conducted  by  mem- 
bers of  his  staff,  that  the  "fare  ceiling"  per  passen- 
ger mile  for  local  transportation  is  1  Vz  cents  a 
mile.  I  think  that  it  might  be  well  to  quote  the 
exact  words  used  by  Commissioner  Eastman  in  this 
respect,  as  found  in  his  published  Passenger  Traf- 
fic Report  dated  January  17,  1935: 

"Present  high  fares  are  in  large  measure  re- 
sponsible for  unprofitable  rail  operations,  since 
they  not  only  have  put  rail  travel  out  of  the 
reach  of  most  people,  but  in  many  instances  are 
more  than  the  cost  of  travel  by  private  automo- 
bile. The  fare  ceiling  per  passenger  mile  for 
local  transportation  is  1  Vz  cents;  for  distance 
transportation,  2  cents;  and  for  reserved  ac- 
commodations and  meals,  1  cent  per  mile  ad- 
ditional." 

In  the  light  of  these  facts,  and  keeping  in  mind 
that  substantial  passenger  volume  or  traffic  den- 
sity should  be  our  prime  objective  if  we  are  to  give 
the  service  and  get  the  results  that  should  be  ob- 
tained, we  have  determined  that  our  basic  fare 
should  be  1  Vz  cents  a  mile.  We  believe  it  will 
prove  so  attractive  to  the  traveling  public  in  Cali- 
fornia as  to  insure  us  a  substantial  and  remunera- 
tive volume  of  business. 

And  I  think  it  should  be  added  that  our  pas- 
senger traffic  department  has  been  convinced  for 
some  time  past  that  we  should  come  to  a  fare  of 
1  Vz  cents  a  mile  in  railroad  coaches.  Our  passen- 
ger traffic  in  California  has  suffered  a  very  seriou^  , 
decline  during  the  period  of  1 5  or  16  years  last 
past.  Specifically,  the  total  passenger  miles  of  the 
Santa  Fe  in  California  declined  by  78.29  per  cent 
from  1916  to  1933.    The  recession  in  purely  intra- 
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state  traffic  was  even  greater,  reaching  87.35  per 
cent  in  the  same  period.  This  reflects  the  tendency 
of  short  distance  travelers  to  leave  the  rails  in  even 
greater  numbers  than  those  making  longer  jour- 
neys. These  figures  show  very  clearly  that  our 
local  passenger  service  in  California  was  trending 
rapidly  toward  the  vanishing  point  under  existing 
grates.  Accordingly,  as  I  have  already  intimated, 
our  passenger  traffic  department  has  for  some  time 
been  inclined  to  view  this — to  the  view  that  we 
should  reduce  our  basic  rate  to  1  Vi  cents  a  mile 
in  order  to  regain  our  proper  place  in  this  particular 
field. 

The  decision  to  establish  a  basic  fare  by  stage 
of  1  Vz  cents  per  mile,  and  the  determination  that 
this  should  also  be  the  basic  rate  of  fare  for  travel 
in  railroad  coaches,  were  somewhat  independently 
made.  In  addition  to  this,  our  plan  of  coordina- 
tion, of  course,  requires  common  fares  and  inter- 
changeability  of  stage  and  rail  tickets.  This  com- 
mon reduction  of  both  rail  and  stage  fares  fits 
into  the  existing  scheme  of  things  in  California, 
where  the  present  rates,  both  by  coach  and  stage, 
are,  generally  speaking,  on  the  same  general  basis. 

Again,  I  can  not  too  strongly  emphasize  the  fact 
that  our  proposals  contemplate  a  coordination  of 
rail  and  stage  service  within  the  fullest  meaning 
of  those  words.  There  is  nothing  qualified  or  con- 
ditional about  this  coordination.  There  must  be 
common  fares,  and  there  must  be  interchangeabil- 
ity  of  tickets,  accompanied  by  joint  use  of  stations 
and  other  facilities,  if  we  are  to  give  the  public  the 
coordinated  service  about  which  we  are  speaking. 

We  think  the  situation  in  California  lends  itself 
especially  to  just  this  type  of  service,  and  we  think 
also  that  our  proposed  stage  service  is  so  related  to 
our  existing  railroad  mileage  as  to  make  this  coor- 
dination thoroughly  effective. 

MR.  MATTHEW:  I  would  like  to  ask  you  a 
question  at  this  point,  Mr.  Bledsoe,  suggested  pri- 
marily by  the  question  directed  to  you  by  the  pre- 
siding Commissioner.  Commissioner  Ware  asked 
you  to  state  why  you  believed  your  proposals  re- 
specting the  stage  service  and  the  fares  would 
actually  result  in  some  increase  in  the  passenger 
service  itself.  May  I  ask  you  to  state  in  that  con- 
nection whether  you  anticipate  that  your  proposed 
stage  service  will,  to  some  extent,  at  least,  actually 
feed  the  passenger  trains,  that  is,  by  bringing  pas- 
sengers to  the  trains,  and  in  that  way  increase  the 
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movement  of  passengers  by  rail?  A.  We  antici- 
pate with  the  coordination  which  we  have  proposed, 
that  it  will  frequently  bring  the  bus  passenger  to 
the  rail  service  for  substantial  distances.  For  the 
shorter   distances    the    traveler   will    probably  con- 
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tinue  to  travel  in  the  bus,  but  we  hope  that  our 
longer  distance  rail  passenger  service  will  be  sub- 
stantially stimulated  by  this  coordination  and  com- 
bined operation  of  the  bus  lines. 

Q.  Yesterday  you  testified  generally  respect- 
ing the  objectives  which  you  have  had  in  mind  in 
sponsoring  these  applications.  May  I  ask  you  to 
state  whether  you  have  a  supplemental  statement-^P 
to  make  respecting  your  major  objectives  in  pre- 
senting these  applications  to  the  Commission  for  its 
approval?  A.  Yes,  I  have.  I  think  I  am  justified 
in  saying  that  the  Santa  Fe  Railway  System  has 
played  a  large  and  important  part  in  the  develop- 
ment of  the  State  of  California.  I  make  this  state- 
ment with  no  desire  to  disparage  the  accomplish- 
ments of  other  railroad  companies.  Each  has  had 
an  appropriate  share  in  serving  and  developing  the 
Pacific  Coast.  As  far  as  San  Diego  is  concerned, 
the  Santa  Fe  made  the  building  of  that  city  pos- 
sible, it  being  the  only  rail  line  there  for  many 
years. 

For  many  years  continuously  we  had  a  large  pas- 
senger traffic,  not  only  to  and  from  the  State  of 
California,  but  likewise  within  the  State.  Our 
heaviest  volume  of  local  traffic  was  doubtless  in 
Southern  California.  However,  we  have  also  had 
a  north  and  south  service.  In  1911  two  well  ap- 
pointed passenger  trains,  the  Saint  and  the  Angel, 
were  placed  in  service  between  Los  Angeles  and 
San  Francisco.  These  were  popular  trains  and  they 
enjoyed  a  substantial  patronage.  In  the  year  1918, 
shortly  after  the  inauguration  of  Federal  control 
of  railroads,  these  trains  were  annulled  in  pursu- 
ance of  an  economy  move  on  the  part  of  the  Rail- 
road Administration.  They  have  not  since  been 
restored,  although  we  have  from  time  to  time  ser- 
iously contemplated,  and  even  now  are  considering 
the  renewal  of  this  particular  service.  At  the  pres- 
ent time,  therefore,  we  are  virtually  excluded  from 
the  local  passenger  business  between  Southern  and 
Northern  California. 

Our  passenger  traffic  between  Los  Angeles  and 
San  Diego  has  severely  suffered,  not  only  because 
of  the  increasing  use  of  the  private  automobile, 
but  because  of  the  competition  of  the  Pacific  Grey- 
hound Lines,  under  the  virtual  control  of  our  prin- 
cipal rail  competitor. 

Upon  referring  to  the  map  identified  as  Exhibit 
2,  it  will  be  very  clear  that  certain  Pacific  Grey- 
hound Lines  have  been  developed  in  parallel  with 
the  major  rail  routes  of  the  Santa  Fe.  Of  neces-  a 
sity,  this  has  resulted  in  a  great  diversion  of  traf- 
fic from  the  Santa  Fe  rails  and  has,  in  turn,  com- 
pelled a  curtailment  of  our  train  service.  As  I  have 
previously  testified,  we  lost  more  than  87  per  cent 
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of  our  local  California  passenger  traffic  from  1916 
to  1933. 

We  believe  it  to  be  our  right  to  furnish  the  pas- 
senger service  which  was  ours  historically  and 
which  should  be  rendered,  if  we  are  to  occupy  our 
proper  place  as  one  of  the  major  agencies  of  trans- 
portation in  this  State. 

^  If  it  is  recognized,  as  I  think  it  must  be  recog- 
vftzed,  that  the  Santa  Fe  is  one  of  the  important 
and  necessary  instruments  of  transportation  in  the 
State  of  California,  we  must  be  conceded  our  right 
to  discharge  each  of  our  primary  functions.  One 
of  these  is  the  conduct  of  passenger  service.  I  refer 
to  this  as  a  right,  but  I  might  more  properly  call  it 
our  duty. 

Again  referring  to  the  map  identified  as  Exhibit 
2,  I  think  it  shows  most  convincingly  that  the  ap- 
plications which  we  are  presenting  for  the  Com- 
mission's approval  contemplate  essentially  a  resto- 
ration of  the  passenger  service  of  the  Santa  Fe 
by  the  only  means  available  to  us. 

In  my  judgment,  the  inauguration  of  this  auto 
stage  service  is  essential  to  the  accomplishment 
of  our  major  purposes.  It  is  only  by  putting  on 
stage  service,  with  the  plan  of  coordination  and 
integration  with  rail  service,  as  set  forth  in  our 
applications,  that  we  can  expect  to  retrieve  our 
position  and  again  fill  our  proper  role  as  a  carrier 
of  passengers  between  the  points  touched  by  our 
rails  in  the  State  of  California. 

Unless  these  applications  are  granted,  there  will! 
be  a  complete  monopoly  of  passenger  transporta- 
tion between  Southern  California  and  Northern 
California  in  the  control  of  the  Southern  Pacific 
Company  and  its  auto  stage  affiliate,  the  Pacific 
Greyhound  Lines.  I  doubt  that  there  has  been  a  re- 
alization on  the  part  of  the  public  that  the  State  is 
threatened  with  this  sort  of  a  transportation  mono- 
poly. The  situation  is  shown  very  graphically  by 
the  map  which  has  been  identified  as  Exhibit  3. 

Today  it  is  almost  literally  true  that  no  traveler 
can  obtain  transportation  by  public  conveyance 
beween  Los  Angeles  and  San  Francisco  by  land, 
except  by  giving  his  patronage  to  the  Southern. 
Pacific  Company  or  to  the  Pacific  Greyhound  Lines. 
There  is  no  present  passenger  service  by  water,  and1 
it  is  problematical  whether  the  water  service  for- 
merly conducted  will  be  resumed.  The  traveling: 
public  must  use  the  service  of  the  Southern  Pacific 
and  the  Pacific  Greyhound  Lines,  and  the  only 
means  of  escape  is  to  take  to  the  air. 
4p  The  present  condition  of  virtual  monopoly  may 
well  be  contrasted  with  the  situation  which  obtained1 
in  prior  years,  as  disclosed  by  the  map  which  has 
been   identified  as   Exhibit  4.      At   that  time   the 
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traveling  public  had  its  choice  among  at  least  four 
or  five  services,  namely,  that  of  the  Southern  Pa- 
cific, the  Santa  Fe,  the  Pacific  Steamship  Company 
and  the  stage.  Almost  invisibly,  or  at  least  with- 
out attracting  general  public  attention  or  comment, 
a  passenger  transportation  monopoly  has  almost 
been  perfected.  That  monopoly  will,  in  fact,  be 
complete  unless  these  applications  are  granted. 

I  think  I  should  add  that  I  am  familiar  with  no" 
other  section  of  the  United  States  where  two  such 
populous  territories  as  Southern  California  and 
Northern  California  are  dependent  for  passenger 
communication  upon  a  single  railroad  carrier  and 
its  partially  controlled  auto  stage  affiliate.  Now, 
the  volume  of  available  traffic  is  very  large  and  is 
certain  to  increase  greatly  in  the  future.  I  am 
personally  satisfied  that  the  traveling  public  will 
never  be  content  to  accept  a  passenger  traffic 
monopoly  between  Los  Angeles  and  San  Francisco. 

When  consideration  is  given  to  transportation  by 
auto  stage,  the  Commission  will  appreciate  that,  in 
that  respect,  the  practical  monopoly  is  that  of  the 
Pacific  Greyhound  Lines,  in  which  The  Greyhound 
Corporation  owns  a  majority  of  the  stock,  and  sub- 
ject to  the  position  of  influence  held  by  the  South- 
ern Pacific  Company,  is  managed  and  controlled  by 
the  Greyhound  Corporation. 

In  looking  to  this  situation  as  it  is  developing, 
or  has  developed,  in  the  State  of  California,  the  fact 
should  be  noted  that  the  Greyhound  Corporation 
is  tending  toward  a  virtual  monopoly  of  the  auto 
stage  transportation,  not  only  in  California  but 
into  and  out  of  the  State.  A  graphic  portrayal  of 
the  situation  as  it  now  exists  is  furnished  by  the 
maps  of  the  Greyhound  Lines  which  are  in  evidence 
as  Exhibits  5  and  6. 

Our  proposed  service  between  Los  Angeles  and 
San  Francisco  will  provide  one  competitive  route 
in  this  particular  field  of  transportation.  Of  course, 
it  is  understood  that  it  is  really  a  dual  service  which 
we  have  in  mind,  or  perhaps  it  can  be  more  accur- 
ately characterized  as  an  alternative  service  by 
stage,  and  by  stage  and  rail.  In  other  words,  we 
shall  be  able  to  carry  passengers  by  stage  for  the 
entire  distance  between  Los  Angeles  and  San  Fran- 
cisco, or  to  handle  them  by  stage  and  rail  with  in- 
terchange at  Bakersfield.  Ours  will  be  the  only  ser- 
vice competitive  with  that  of  the  Southern  Pacific 
and  Pacific  Greyhound  Lines. 

We  are  not  sponsoring  this  new  service  merely 
for  the  sake  of  competing  with  existing  passenger 
carriers.  I  wish  to  make  it  very  clear  that  our  pri-^  i 
mary  justification  for  these  applications  is  to  be 
found  in  our  determination  properly  to  discharge 
the  duties  which  rest  upon  the  Santa  Fe  as  a  com- 
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mon  carrier  of  passengers  between  points  reached 
by  its  rails  in  the  State  of  California.  Our  plan 
of  a  coordinated  rail  and  stage  service  has  been 
adopted  because  we  conceive  that  it  will  be  the 
most  effective  measure  to  this  end. 

However,  I  have  also  stated  that  the  approval  of 
Jhese  applications  will  preserve  the  State  of  Cali- 
-nfernia  from  the  completion  of  a  passenger  traffic 
monopoly  between  the  southern  and  northern  sec- 
tions of  the  State.  I  am  satisfied  that  there  is  a 
genuine  public  need  for  some  competitive  service 
in  this  particular  field.  In  order  that  my  views  as 
to  competitive  service  between  common  carriers 
may  be  in  no  respect  misunderstood,  I  desire  to 
state  them  with  some  particularity. 

Under  some  circumstances,  a  transportation 
monopoly  is  both  justified  and  in  the  public  in- 
terest. Such  is  the  case,  for  example,  in  the 
sparsely  settled  regions  which  are  productive  of 
only  a  moderate  volume  of  traffic.  Comparatively 
small  communities  may  ordinarily  be  best  served 
by  a  single  agency  of  transportation.  With  proper 
management  on  the  part  of  the  carrier  and  reason- 
able and  intelligent  regulation  on  the  part  of  public 
authority,  nothing  more  is  needed.  Under  such 
conditions,  the  introduction  of  competition  is  usu- 
ally harmful  and,  in  the  long  run,  will  be  prejudi- 
cial to  the  public.  I  think  that  it  will  not  be 
necessary  to  illustrate  that. 

It  does  not  follow,  however,  that  a  transportation 
monopoly  is  justified  and  in  the  public  interest 
under  all  circumstances  and  conditions.  When 
large  populations  are  involved  and  a  dense  volume 
of  traffic  is  available,  it  is  affirmatively  in  the 
public  interest  to  admit  a  reasonable  measure  of 
competition,  particularly  on  the  part  of  strong  and 
well  managed  carriers.  In  such  circumstances  the 
traffic  will  support  the  competitive  routes  without 
difficulty  and  the  public  will  be  assured  of  the  con- 
stantly improving  service  which  is  the  natural 
product  of  competitive  enterprise.  Obviously,  a 
transportation  monopoly  under  these  conditions  is 
unnecessary  and  intolerable  alike,  and  will  not  be 
endured  by  the  public  for  long,  as  experience  abun- 
dantly demonstrates. 

I  think,  for  example,  that  nobody  would  seri- 
ously contend  that  one  carrier  alone  should  be  per- 
mitted to  provide  passenger  service  between  New 
York  and  Chicago,  between  Chicago  and  Omaha 
or  Kansas  City,  or  between  points  in  Missouri  and 
Jfcoints  in  Texas.  The  field  of  service  is  too  large 
to  justify  the  application  of  the  theory  of  regu- 
lated monopoly.  A  much  better  method  is  regu- 
lated competition.  Returning  now  to  our  imme- 
diate case,  it  would  seem  to  me  most  presumptu- 
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ous  for  anybody  even  to  suggest  that  one  railroad 
company,  and  its  partially  controlled  auto  stage 
affiliate,  should  have  exclusive  possession  and  con- 
trol of  the  immense  field  of  passenger  transporta- 
tion between  Los  Angeles  on  the  south  and  San 
Francisco  Bay  district  on  the  north.  The  fact  should 
not  be  overlooked  that  Los  Angeles  is  the  largest 
city  in  the  United  States  west  of  Chicago.  Truf 
Los  Angeles  metropolitan  area  has  an  approximate 
population  of  more  than  two  million  people.  The 
San  Francisco  metropolitan  area  has  a  population 
in  excess  of  one  million  people.  In  addition,  there 
are  many  populous  communities  in  the  intervening 
territory.  There  can  be  no  doubt  whatever  that 
the  population  of  California  will  continue  to  grow 
at  a  far  greater  rate  than  that  for  the  country  as 
a  whole. 

This  brief  recital  of  facts  should  make  it  per- 
fectly obvious  that  a  monopoly  in  the  field  of  pas- 
senger transportation  between  Southern  and  North- 
ern California  is  neither  justified  nor  in  the  public 
interest,  but  is  intolerable  even  to  contemplate. 
The  Santa  Fe  is  in  a  position  to  provide  one  com- 
petitive route,  and  is  prepared  to  furnish  this  serv- 
ice without  exceeding  the  bounds  of  its  natural  and 
historical  field  of  operations. 

Considered  in  this  aspect,  the  issue  appears  to 
me  to  be  a  very  simple  one.  The  State  of  California 
must  either  submit  to  a  passenger  traffic  monopoly 
between  the  two  great  centers  of  population  in  the 
Northern  and  Southern  areas,  or  should  enjoy  the 
benefits  which  will  come  from  a  reasonable  measure 
of  competition. 

The  truth  of  this  has  already  been  demonstrated 
by  what  has  taken  place  since  the  filing  of  our 
present  applications  for  coordinated  rail  and  stage 
service  with  this  Commission  on  October  5th  last. 
Since  that  time  our  principal  railroad  competitor 
has  put  on  added  trains  between  Southern  and 
Northern  California.  The  running  time  of  other 
trains  has  been  shortened.  The  mere  threat  of 
competition  has  provided  better  service  for  the 
public  in  the  form  of  added  trains  and  faster  sched- 
ules. It  would  not  be  unreasonable  to  expect  that 
actually  existing  competition  would  be  even  more 
effective. 

As  I  view  our  proposals  under  these  applications, 
we  are  not  seeking  to  invade  the  fields  of  other 
carriers,  but  are  simply  endeavoring  to  protect  our 
position  in  fields  of  service  which  have  for  many 
years  been  occupied  by  the  Santa  Fe.  Our  measure-^ 
are  protective  in  character  and  are  not  at  all  in  the 
nature  of  an  intrusion  into  foreign  fields. 

Referring  once  more  to  the  map  identified  as 
Exhibit  2,  the  fact  is  clearly  revealed  that  our  com- 
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petitors  have  paralleled  every  one  of  the  Santa  Fe 
routes  with  the  single  exception  of  the  link  be- 
tween Barstow  and  Mojave,  and  they  have  an  ap- 
plication pending  now  to  parallel  that.  Up  to  a 
short  time  ago  they  overlooked  this  one  section 
of  the  Santa  Fe  Railway,  probably  because  it  trav- 
erses a  desert  country  and  they  have  not  considered 

^hat  a  stage  service  in  that  area  would  be  espe- 
cially profitable.  After  we  filed  the  present  appli- 
cation they  made  haste  to  ask  for  a  certificate 
covering  the  line — an  evidence  of  their  desire  to 
monopolize  the  entire  auto  stage  service  of  Cali- 
fornia. With  this  one  exception  the  Santa  Fe 
Railway  is  completely  surrounded  and  hemmed  in 
by  auto  stage  services,  most  of  which  are  conducted 
by  a  company  which  is  fully  identified  with  our 
principal    railroad   competitor. 

Facing  the  realities  of  the  situation,  as  disclosed 
by  the  maps  and  by  the  history  of  the  Santa  Fe 
in  California,  it  is  clear  to  my  mind  that  our  pro- 
posed service  can  not  fairly  be  characterized  as  an 
invasion  of  any  field  which  can  be  claimed  for  ex- 
clusive enjoyment  by  the  Pacific  Greyhound  Lines. 
We  are  undertaking  to  serve  our  own  proper  field, 
and  to  do  this  by  the  only  means  which  will  effec- 
tively protect  us  and,  at  the  same  time,  meet  the 
needs  of  the  traveling  public.  We  must  either  do 
this  or  be  content  to  surrender  the  remnant  of  our 
passenger  traffic  to  the  Pacific  Greyhound  Lines. 
And  we  do  not  propose  to  surrender. 

Since  we  are  now  engaged  in  interstate  traffic, 
it  seems  only  natural  and  appropriate  that  we  should 
be  permitted  to  serve  the  public  in  intrastate  op- 
erations. To  a  large  extent  we  shall  use  the  same 
equipment  and  the  same  station  and  dining  room 
facilities.  Obviously,  we  shall  have  a  much  more 
efficient  and  economical  operation  if  we  are  free 
to  carry  both  intrastate  and  interstate  passengers 
without  distinction. 

I  desire  to  stress  another  feature  of  this  service 
in  connection  with  our  interstate  operations.  I 
need  hardly  call  attention  to  the  fact  that  in  ordi- 
nary years  there  is  an  enormous  flow  of  tourist 
traffic  from  the  East  and  Middle  West  to  the 
Pacific  Coast.  The  Santa  Fe  has  handled  a  very 
large  part  of  this  traffic.  During  the  years  of  de- 
pression there  has  been  a  marked  falling  off  in  the 
movement,  but  there  is  every  indication  of  a  revival 
in  the  years  immediately  to  come.  We  wish  to  be 
in  a  position  to  handle  this  business  adequately. 
A   large  number  of  our  Eastern  visitors  will  cus- 

^rtomarily  enter  California  by  the  southern  route 
and  return  via  one  of  the  northern  routes,  or  vice 
versa.  We  should  be  in  a  position  to  sell  tickets 
which  will  enable  us  to  provide  complete  service 
between   Los  Angeles  and   San   Francisco.      Under 
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existing  conditions  the  Southern  Pacific  Company 
is  practically  the  sole  beneficiary  of  the  business 
developed  by  the  Santa  Fe,  as  far  as  the  movement 
between  Southern  California  and  Northern  Califor- 
nia is  concerned.  In  other  words,  our  tickets  must 
carry  Southern  Pacific  coupons  in  order  to  enable 
the  traveler  to  obtain  passage  between  Los  Angeles 
and  San  Francisco.  This  means  not  only  immediate^ 
loss  in  revenue  to  the  Santa  Fe,  but  it  is  harmful 
to  our  general  competitive  position  with  respect  to 
interstate  business  to  and  from  California. 

If  we  are  permitted  to  establish  such  a  coordi- 
nated service  as  we  have  in  mind  between  Los 
Angeles  and  San  Francisco,  our  disability  will  be 
removed  and  we  can  conduct  our  business  with 
proper  independence  and  efficiency.  We  do  not 
wish  to  be  dependent  upon  our  most  direct  com- 
petitor for  necessary  service  between  Southern  and 
Northern  California. 

The  point  which  I  am  making  can  perhaps  be 
more  clearly  appreciated  if  we  give  consideration 
to  the  traffic  which  will  flow  into  California  when 
the  Bay  Bridge  Exposition  is  opened  in  the  San 
Francisco  Bay  area  in  1939.  There  can  be  no  ques- 
tion in  the  world  that  hundreds  of  thousands  of 
people  will  come  to  California  in  that  year.  All 
available  transportation  facilities  will  be  heavily 
taxed  for  many  months  continuously  in  order  to 
supply  the  necessary  service.  I  am  personally  sat- 
isfied that  our  proposed  coordinated  stage  and  rail 
service  between  Los  Angeles  and  San  Francisco  will 
take  a  substantial  proportion  of  this  traffic  which 
the  Santa  Fe  brings  to  California.  Many  of  our 
passengers  will,  of  course,  be  traveling  under  inter- 
state tickets,  but  many  others  will  travel  locally 
between  Los  Angeles  and  San  Francisco.  In  order 
to  supply  them  with  service  it  is  necessary  that  we 
secure  a  California  operating  certificate.  We  bring 
to  California  every  day  several  hundred  tourists  or 
visitors — 

MR.  FOULDS:  How  many  hundred? 

COMMISSIONER  WARE:  Several  hundred  tour- 
ists or  visitors,  he  said.  A.  They  stop  at  Los  An- 
geles and  then  visit  other  sections  of  the  State.  As 
the  situation  now  stands,  we  are  merely  feeding 
these  passengers  into  the  hopper  of  the  Southern 
Pacific  and  the  Pacific  Greyhound.  We  ought  to 
be  permitted  to  participate  in  the  transportation 
of  those  passengers  that  we  bring  to  California, 
through  an  agency,  transportation  agency,  of  our 
own.  #. 

We  operate  five  trains  to  California  each  day 
and  we  bring  more  people  to  California  than — to 
Los  Angeles,  strike  out  California — to  Los  Angeles 
than   all   our   competitors    combined.      And   those 
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passengers  must,  under  the  existing  condition,  if 
they  want  to  travel  in  any  areas  in  California,  out- 
side of  that  between  Los  Angeles  and  San  Diego, 
they  must  patronize  the  Southern  Pacific  or  the 
Pacific  Greyhound.  As  the  situation  now  stands 
we  are  constantly  feeding  and  supporting  our  com- 
petitors instead  of  handling  the  passengers  that  we 
^ught  to  be  permitted  to  handle  in  California  be- 
cause of  bringing  them  here. 

I  believe  that  our  proposals  respecting  stage  and 
railroad  fares  will  prove  highly  beneficial,  rather 
than  detrimental,  to  our  competitors.  A  large  part 
of  our  loss  of  passenger  revenues  is  due  to  travel 
by  private  automobile.  That  is  the  source  from 
which  we  expect  to  secure  our  gain,  and  we  expect 
similar  gains  will  be  realized  by  our  competitors 
from  this  same  great  reservoir  of  potential  traffic. 

Wherever  reduced  fares  have  been  installed, 
revenue  and  train  miles  have  increased.  It  is  the 
view  of  my  associates  and  myself,  who  have  given 
this  problem  extended  consideration,  that  our  pro- 
jected service  will  create  a  substantial  amount  of 
new  business,  and  that  the  diversion  from  existing 
agencies  of  transportation  will  be  comparatively 
unimportant  in  point  of  volume.  In  so  far  as  there 
may  be  diversions,  I  am  satisfied  that  the  growth 
of  population  in  California  and  the  prospective  re- 
covery of  traffic  by  public  conveyance  will  more 
than  offset  the  effects  of  diversion. 

COMMISSIONER  WARE:  We  will  take  a  10- 
minute  recess  now.      (Recess.) 

COMMISSIONER  WARE:  The  Commission  is 
in  order.     Proceed,  Mr.  Matthew. 

MR.  MATTHEW:  Is  your  plan,  Mr.  Bledsoe, 
for  a  coordination  of  stage  and  rail  service  depen- 
dent in  any  respect  upon  the  action  which  the  Com- 
mission may  take  upon  these  applications?  A.  Some 
parts  of  our  plans  for  coordination  are  contingent 
upon  our  ability  to  secure  a  certificate  authorizing 
intrastate  service  in  California.  One  is  our  pro* 
posal  to  put  on  a  fast  express  train  between  Bakers- 
field  and  San  Francisco,  operated  in  conjunction 
with  a  stage  service  between  Los  Angeles  and  Bak- 
ersfield.  Obviously,  intrastate  operating  rights  are 
essential  to  the  attainment  of  our  complete  ob- 
jective. 

Q.    Would  it  be  practicable,  in  your  opinion,  to 
accomplish  an  effective  coordination  of  stage  and 
j   rail   service   if   the  stage   service   were   being   con- 
ducted  by  a   competing  carrier?    A.     No.     In   my 
"pinion,   our   proposed    measures    look   to   the    im- 
provement of  service,  the  reduction  of  fares,  econ- 
omy of  operation,   and   they  can    not   possibly   be 
consummated  except  under  the  same  management 
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and  control.  An  independent  agency  will  not 
adjust  its  schedules  to  meet  our  needs.  Every  pro- 
posal for  coordination  of  service  would  have  to  be 
the  subject  of  protracted  conferences  and  agree- 
ment. The  managements  of  two  competing  agen- 
cies, especially  when  one  is  largely  influenced  by  a 
rival  rail  line,  could  not  be  expected  to  view  all 
questions  harmoniously  or  with  an  eye  single  to  thr^ 
public  benefit  to  be  derived  therefrom. 

Speaking  more  specifically,  in  relation  to  the 
facts  of  the  situation  immediately  confronting  us,  I 
would  summarize  the  objections  to  intrusting  our 
passenger  business  to  a  separate  stage  carrier, 
closely  affiliated  with  a  railroad  company  compet- 
ing, somewhat  as  follows: 

Absence  of  adequate  control  over  schedules, 
service  and  equipment. 

Inability  to  insure  proper  coordination  with  train 
service. 

Comparative  inflexibility  of  schedules  and,  per- 
haps the  most  important  of  all,  conflict  of  interest 
in  the  solicitation  and  routing  of  passenger  busi- 
ness. As  the  situation  now  is  in  California,  it 
would  simply  result  in  our  further  contributing 
Santa  Fe  rail  business  to  our  competitive  auto  stage 
lines. 

Coordination  requires  cooperation,  and  not  co- 
operation merely,  but  also  a  centralized  administra- 
tion with  no  conflict  of  interest  between  the  two 
transportation  agencies.  Our  service  must  be  a 
Santa  Fe  service  in  the  fullest  sense,  and  must  be 
known  as  Santa  Fe  service  to  the  public,  if  its  pos- 
sibilities are  to  be  realized  and  if  we  are  truly  to 
serve  the  people  of  this  State. 

Q.  Please  state  whether  The  Atchison,  Topeka 
&  Santa  Fe  Railway  Company  has  been  required 
to  bear  part  of  the  cost  of  the  construction  of  the 
Union  Station  in  Los  Angeles,  and  whether  this 
circumstance,  in  your  opinion,  has  any  bearing  upon 
the  merits  of  the  service  contemplated  by  your 
applications?  A.  The  Santa  Fe  Railway  Company 
has  been  required  to  participate  in  the  cost  of  the 
construction  of  a  Union  Station  in  Los  Angeles.  The 
Santa  Fe  is  to  bear  one-third  of  the  cost,  which, 
under  present  estimates,  will  be  about  $2,856,000, 
the  total  cost  being  three  times  that  figure.  When 
the  Union  Station  proceedings  were  instituted  in 
1916  our  revenue  from  California  passenger  busi- 
ness, interstate  and  intrastate,  was  $6,466,7  lf^ 
of  which  slightly  more  than  one-half,  or  $3,284,- ' 
255,  was  yielded  by  intrastate  traffic.  In  1934  our 
passenger  earnings  had  dwindled  to  $1,588,274, 
of  which   less  than  one-quarter,   or  $353,941,   or 
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something  less  than  1 2  per  cent  of  the  revenue  In 
1916,  was  derived  from  intrastate  business. 

COMMISSIONER  WARE:  Did  you  mean  1934? 
A.    Yes,  1934,  comparing  1916  with  1934. 

COMMISSIONER  WARE:  Yes,  I  understand  it. 
A.  If  the  Santa  Fe  Railway  has  justly  been  obli- 
gated, as  it  has  been  obligated,  to  defray  a  sub- 
tffential  part  of  the  cost  of  providing  expensive  and 
^ll-appointed  passenger  station  in  the  City  of 
Los  Angeles,  there  should  be  a  reciprocal  obliga- 
tion to  recognize  the  right  of  the  Santa  Fe  to 
engage  in  the  only  service  by  means  of  which  it 
can  hope  to  earn  some  reasonable  amount  of  reve- 
nue from  passenger  operations.  Simple  justice  de- 
mands that  we  be  permitted  to  engage  in  opera- 
tions which  will  afford  some  return  on  our  invest- 
ment in  passenger  facilities.  Obversely,  I  would 
see  nothing  but  injustice  in  the  suggestion  that  we 
should  retreat  from  the  passenger  field  and  sur- 
render our  portion  of  the  available  business  to  our 
principal  rail  competitor  and  its  auto  stage  affiliate. 

Q.  May  I  ask  you  finally  to  set  forth  in  sum- 
mary form  the  several  public  benefits  which,  in  your 
opinion,  will  be  realized  through  the  inauguration 
of  the  auto  stage  service  contemplated  by  these 
applications?  A.  Yes.  I  would  summarize  these 
advantages  as  follows: 

First,  a  reduction  of  about  25  per  cent  in  the 
basic  rate  of  stage  fare,  thereby  producing  lower 
traveling  costs,  which  is  something  we  think  is 
essentially  in  the  public  interest. 

Second,  a  reduction  in  fares  for  transportation  in 
railroad  coaches,  resulting  from  the  interchange- 
ability  of  rail  and  stage  tickets. 

Third,  a  fully  coordinated  rail  and  stage  opera- 
tion, under  single  control  and  management,  with 
free  election  between  services,  comprehending  full 
use  of  railroad  and  stage  depots,  and  availability  of 
Fred  Harvey  dining  room  facilities. 

Fourth,  a  fast  daylight  schedule  by  stage  and 
rail  between  Los  Angeles  and  San  Francisco,  inter- 
change being  provided  at  Bakersfield,  with  a  shorter 
running  time  than  that  afforded  under-  any  pres- 
ently existing  schedule. 

Fifth,  a  general  recovery  of  passenger  traffic  by 
common  carriers  in  California,  due  in  a  substantial 
part  to  the  increased  volume  of  business  that 
would  flow  to  the  rails  from  the  reduction  in  rates. 

Sixth,  for  protection  against  the  completion  of  a 
Mrtual  monopoly  in  passenger  transportation  be- 
flPeen  Southern  and  Northern  California,  under  the 
Control  of  a  single  railroad  carrier  and  its  auto 
|stage  affiliate. 

MR.  MATTHEW:  You  may  take  the  witness. 
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*    Reasons  why 

Santa  Fe  Railway 
Seeks  to 
Acquire  Control 
of  Western  Pacific 
Railroad  Company 


Santa  Fe 


To  the  Public: 

On  October  25,  1960,  the  Santa  Fe  Railway 
Co.  filed  an  application  with  the  Interstate 
Commerce  Commission  for  permission  to 
acquire  control  of  the  Western  Pacific  Railroad. 
Because  the  public  has  a  vital  stake  in  what 
is  involved,  this  brochure  outlines  the  reasons 
for  the  Santa  Fe  Railway's  application. 

One  of  the  outstanding  facts  of  this  century 
has  been  the  dynamic  growth  of  the  West,  to 
which  vigorous  and  competitive  rail  service 
has  been  a  major  contributor.  That  growth 
continues  unabated.  The  population  of  the 
San  Francisco  Bay  area  is  projected  to 
increase  over  500  per  cent  within  the  next 
sixty  years  with  the  accompanying  expansion 
of  all  phases  of  the  economy. 

Strong  and  healthy  rail  service  will  continue 
to  be  a  primary  need,  and  Santa  Fe  acquisition 
of  control  of  the  Western  Pacific  will  assure 
that  kind  of  service  by  combining  the 
resources  of  the  two  systems  and  by 
preserving  vigorous  rail  competition. 

The  attempt  by  the  Southern  Pacific  to 
secure  control  of  the  Western  Pacific  through 
the  application  which  it  filed  with  the 
Commission  on  October  12,  1960,  would 
remove  competition  from  a  major  segment  of 
the  transportation  system  of  the  West. 

The  growing  economy  of  the  West  cannot 
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afford  suppression  of  competition  in  rail 
transportation,  particularly  in  the  face  of  the 
fact  that  present  and  projected  traffic  demand 
is  adequate  to  support  two  strong  rail  systems. 
It  would  be  false  economy  of  the  worst  kind 
to  surrender  the  proven  benefits  of  active 
competition,  especially  for  claimed  savings  to 
be  accomplished  at  the  sacrifice  of 
competition.  Such  benefits  are  well  known  to 
shippers,  industries  seeking  plant  locations, 
and  to  students  of  transportation. 

This  is  the  issue  as  Santa  Fe  sees  it. 

The  Western  Pacific  views  the  problem  in 
this  light  also,  its  Board  of  Directors  having 
voted  to  oppose  the  Southern  Pacific  and 
support  the  Santa  Fe. 

We  believe  a  study  of  the  facts  will  leave 
no  doubt  that  our  proposal  is  in  the  best  interest 
of  the  future  growth  of  the  area,  the  public 
as  a  whole,  and  of  the  patrons,  shareholders 
and  employees  of  the  Santa  Fe  and  the 
Western  Pacific.  The  Santa  Fe  invites  your 
careful  consideration  of  this  important 
matter  and  your  support. 


President 
The  Atchison,  Topeka  &  Santa  Fe  Railway  Co. 
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v^alifornia,  Nevada,  Utah  and  the  Pacific 
Northwest  today  have  competitive  rail  service 
vital  to  the  needs  of  an  expanding  economy. 

TRANSCONTINENTAL 
ROUTES  MUST 
REMAIN  COMPETITIVE 

Santa  Fe  enters  California  from  Arizona  and 
reaches  the  San  Francisco  Bay  area  through  the 
San  Joaquin  Valley.  Its  lines  complement  those 
of  the  Western  Pacific  and  provide  .the  means  of 
extensive  interchange  of  both  local  and  trans- 
continental traffic. 

These  lines  and  services  compete  actively 
with  the  Southern  Pacific,  one  of  whose  main 
routes  also  enters  California  from  Arizona.  The 
Southern  Pacific  blankets  the  coastal  area  and 
central  valleys  throughout  their  full  length. 

Western  Pacific  has  a  network  of  lines  in  the 
San  Francisco  Bay  area  and  in  the  Santa  Clara 
and  Sacramento  Valleys.  Its  transcontinental 
route  lies  through  Nevada  and  Utah,  inter- 
changing traffic  with  the  Denver  and  Rio  Grande 
Western  and  Union  Pacific  at  Salt  Lake  City. 
This  line  is  directly  competitive  with  Southern 
Pacific's  second  transcontinental  route,  through 
Nevada  and  Utah,  which  connects  with  the 
Union  Pacific  at  Ogden,  Utah. 


•    *    BIEBER  ROUTE-THE  COM- 
PETITIVE "INSIDE  GATEWAY" 
TO  THE  PACIFIC  NORTHWEST 

Western  Pacific,  jointly  with  Santa  Fe  and  the 
Great  Northern,  provides  essential  competitive 
service  to  the  Pacific  Northwest  via  the  route 
through  Bieber,  California.  This  combination 
of  lines  provides  the  only  rail  competition  with 
the  Southern  Pacific  between  the  Pacific  North- 
west and  California  and  the  Southwest.  Thou- 
sands of  carloads  of  freight  move  annually 
through  this  vital  gateway,  providing  valuable 
competitive  service  for  the  shippers  in  the 
entire  area. 


IMPACT  OF  PENDING 
APPLICATIONS 

The  implications  of  the  pending  bids  for  control 
of  Western  Pacific  are  clearly  seen  from  the 
following  two  maps: 

The  first  one  (see  opposite  page)  shows  how 
acquisition  of  the  Western  Pacific  by  Southern 
Pacific  would  drastically  curtail  competition 
within  an  extensive  and  important  area  of 
northern  California,  and  over  Western  Pacific's 
routes  to  the  East  and  the  Northwest. 
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TO  LOS  ANGELES  AND  EAST  VIA  BAKERSFIELD 


The  second  map  (see  below)  shows  how 
Santa  Fe  lines  and  Western  Pacific  lines  com- 
plement each  other  to  provide  needed  service 
in  this  important  area  and  furnish  competition 
to  the  Southern  Pacific.  Acquisition  of  control 


of  Western  Pacific  by  Santa  Fe  would  preserve 
existing  competition,  and  would  enable  the 
two  companies  together  to  give  more  and 
better  services  as  this  expanding  section  of  our 
nation  develops. 
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Economic  savings  and  increased  efficiencies 
are  also  available  through  control  of  the  West- 
ern Pacific  by  Santa  Fe  without  sacrificing  the 
competition  engendered  by  the  two  strong  rail- 
road systems.  ^ 

HISTORY  SUPPORTS 
SANTA  FE-WESTERN 
PACIFIC  POSITION 

The  history  of  California  and  the  Pacific  North- 
west points  up  dramatically  the  essential  need 
for  continued  rail  competition  in  an  expanding 
economy. 

It  was  Southern  Pacific's  domination  and  the 
realization  of  the  public  of  the  need  for  com- 
petitive rail  transportation  which  brought  both 
Santa  Fe  and  Western  Pacific  service  to  the  San 
Francisco  Bay  area  near  the  turn  of  the  century 
— Santa  Fe  from  the  South  and  Western  Pacific 
from  Nevada  and  Utah.  Experience  has  surely 
proved  that  these  added  services,  and  the  com- 
petition which  they  provided,  benefitted  the 
public. 

Competitive  rail  service  between  California 
and  the  Pacific  Northwest  was  established  as 
recently  as  1930,  when  the  Interstate  Com- 
merce Commission  authorized  Western  Pacific 
and  Great  Northern  to  build  the  lines  forming 
the  Bieber  Route — despite  the  determined  op- 
position of  Southern  Pacific.  The  establishment 
of  this  competitive  route,  in  which  Santa  Fe 
participates  as  an  important  link,  was  hailed 


throughout  the  West  for  its  contribution  to  the 
public  interest. 

HIGHLIGHTS  OF 
'  SANTA  FE  PROPOSAL 

Santa  Fe  seeks  control  of  Western  Pacific 
through  acquisition  of  its  capital  stock.  Western 
Pacific  would  continue  in  existence  as  a  separate 
railroad  corporation  and  would  operate  as  such. 

Upon  approval  of  Santa  Fe's  application  ex- 
isting gateways,  routes,  interchange  points  and 
traffic  arrangements,  including  competitive  so- 
licitation, would  be  maintained,  and  service 
will  be  adjusted  to  the  growing  needs  of  the 
public  as  in  the  past. 

The  interests  of  Western  Pacific  and  Santa 
Fe  employees  will  not  be  adversely  affected. 
Instead,  the  interests  of  employees — as  well  as 
of  communities  and  shippers  served — will  bene- 
fit from  the  increased  service  which  the  two 
carriers  working  together  will  be  able  to  provide 
in  an  expanding  economy. 

WESTERN  PACIFIC  SUPPORTS 
SANTA  FE  APPLICATION 

The  Western  Pacific  Board  of  Directors  has  en- 
dorsed the  Santa  Fe  proposal  and  voted  to 
oppose  the  Southern  Pacific's  application. 

By  formal  action,  Western  Pacific's  Directors 
concluded  among  other  things  that  the  proposed 
association  with  Santa  Fe  would: 

(1)    "Provide  stronger,   more  dynamic  and 


more  competitive  service  in  the  West,  particu- 
larly in  the  San  Francisco  Bay  area,  the  Santa 
Clara  Valley  and  the  Sacramento  Valley; 

(2)  "Assure  the  perpetuation  of  efficient, 
competitive  East-West  rail  service  in  the  terri- 
tory of  California,  Nevada  and  Utah  now  served 
by  Western  Pacific  and  particularly  with  trans- 
continental eastern  connections  at  Salt  Lake 
City; 

(3)  "Assure  continuation  of  through  North- 
South  efficient  competitive  rail  service  via  Santa 
Fe,  Western  Pacific  and  Great  Northern  via 
the  'Inside  Gateway'; 

(4)  "Assure  in  the  opinion  of  the  board  that 
the  interests  of  the  Western  Pacific  employes 
will  be  adequately  and  properly  protected." 

(5)  "The  Santa  Fe  offer  of  one  and  one- 
fourths  shares  of  its  stock  for  one  share  of 
Western  Pacific  is  fair  and  reasonable  from  the 
Western  Pacific  shareholders  viewpoint". 
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Since  its  inception,  the  Western  Pa- 
cific has  been  a  growing  competitor  of 
the  Southern  Pacific  and  the  shipping 
public  is  aware  of  the  benefits  that 
have  been  realized  through  this  com- 
petition. Control  by  the  Southern 
Pacific  of  the  Western  Pacific  would 
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give  to  the  Southern  Pacific  the  abil- 
ity to  dominate  rail  transportation 
in  the  great  area  here  involved,  in- 
cluding the  Bieber  and  Utah  gate- 
ways. 

Irrespective  of  claims  to  the  con- 
trary, however  well  intentioned,  is 
it  reasonable  to  believe  in  light  of 
history  and  self-interest,  that  the 
Southern  Pacific  would  continue  the 
Western  Pacific  as  an  aggressive  com- 
petitor of  itself? 

One  of  the  principal  factors  in  de- 
termining public  interest,  which  is 
the  test  to  be  applied  to  the  applica- 
tions of  the  two  railroads  involved,  is 
competition.  Shippers  and  the  public 
involved  can  best  testify  to  the  bene- 
fits of  competition.  We  invite  the  ac- 
tive support  of  the  public  in  express- 
ing itself  on  this  issue  which  is  not 
just  another  contest  between  two  rail- 
roads, but  is  an  issue  of  vital  concern 
to  the  welfare  of  the  public.  The 
Southern  Pacific  ask  for  neutrality, 
apparently  believing  that  a  neutral 
attitude  may  mean  that  rail  compe- 
tition with  it  is  unnecessary. 

Can  you  afford  this  price  of  neu- 
trality? 


*     • 


*       » 
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To  Shippers,  Communities 
and  the  General  Public 
Served  by  Western  Pacific 
and  Southern  Pacific: 


Both  Southern  Pacific  and  Santa  Fe  have 
filed  applications  with  the  Interstate  Com- 
merce Commission  for  authority  to  acquire 
control  of  Western  Pacific. 

We  of  the  Western  Pacific  are  strongly  op- 
posed to  the  Southern  Pacific's  proposal  and 
its  obvious  conclusion  that  W.P.  should  no 
longer  compete  with  it.  We  believe  you  will 
agree  with  us. 

Under  the  Santa  Fe  proposal,  on  the  other 
hand,  we  would  continue  to  compete  with 
S.P.  Thus  we  believe  the  Santa  Fe  has  made 
a  proposal  that  is  greatly  to  your  advantage. 

The  choice  between  control  of  the  Western 
Pacific  by  the  Santa  Fe  or  a  take-over  by  the 
Southern  Pacific  is  a  choice  between  competi- 
tion and  monopoly.  Under  Santa  Fe  control, 
shippers  would  still  receive  all  the  benefits 
that  vigorous  rail  competition  affords.  Such 
benefits  include  a  choice  as  to  improvements 
in  equipment,  service  and  rates,  and  contri- 
butions to  the  development  of  the  communi- 
ties which  are  served  and  strengthened  under 
Santa  Fe  control.  All  the  disadvantages  of  a 
monopoly  in  rail  service  in  the  great  fast- 
growing  areas  we  serve  would  result  from 
Southern  Pacific  control. 

The  Western  Pacific  was  built  to  furnish 
competitive  rail  service  to  a  section  of  the 
West  in  which  the  Southern  Pacific  had  previ- 
ously enjoyed  a  monopoly.  For  over  fifty  years 
Western  Pacific  has  provided  vigorous  com- 
petition to  the  Southern  Pacific  in  that  sec- 
tion. Its  competition  has  been  of  inestimable 
value  to  the  welfare  and  development  of 
Northern  California,  Nevada  and  Utah.  West- 
ern Pacific  believes  that  the  preservation  of 
this  dynamic  competition  is  a  vital  necessity 
to  the  shippers,  communities  and  the  general 
public  throughout  the  territory  it  serves  and 
is  of  great  value  to  the  whole  West  and  to  the 
nation. 

The  Santa  Fe  also  competes  with  the  South- 
ern Pacific  but  its  competition  with  the  South- 


era  Pacific  is  mainly  in  territories  Western 
Pacific  does  not  serve.  The  one  exception  is 
that  the  Santa  Fe  connects  with  the  Western 
Pacific  in  furnishing  the  only  competition 
Southern  Pacific  has  in  rail  service  between 
the  Pacific  Northwest  and  the  Pacific  South- 
west. 

Control  of  Western  Pacific  by  Santa  Fe 
would  preserve  and  strengthen  the  rail  serv- 
ices Western  Pacific  is  furnishing  in  its  com- 
petition with  the  Southern  Pacific.  Control  by 
Southern  Pacific  would  destroy  that  competi- 
tion, by  putting  Southern  Pacific  in  control 
of  its  competitor.  Thus,  it  would  again  subject 
one  of  the  great  and  growing  sections  of  the 
West  to  Southern  Pacific  monopoly,  depend- 
ent upon  a  single  rail  carrier,  and  all  the  dis- 
advantages and  objections  that  this  would 
entail. 

Western  Pacific  has  long  been  a  leader  in 
introducing  improvements  in  rates,  service 
and  equipment,  sometimes  over  Southern  Pa- 
cific opposition.  Many  of  these  were  subse- 
quently followed  or  adopted  by  Southern 
Pacific. 

All  that  Western  Pacific  has  to  offer  to  the 
shippers,  travelers  and  communities  it  serves, 
and  to  the  future  of  the  West,  through  vigor- 
ous competitive  rail  service,  will  be  fostered 
and  increased  by  Santa  Fe  control  but  would 
be  destroyed  in  favor  of  monopoly  by  South- 
ern Pacific  control. 

Undoubtedly,  the  elimination  of  Western 
Pacific's  competition  and  control  of  its  opera- 
tion or  dismemberment  by  Southern  Pacific 
would  afford  that  road  some  direct  and  sub- 
stantial financial  benefits.  Southern  Pacific 
has  suggested  that  these  benefits  may  some- 
how pass  on  to  shippers  and  the  public  but 
it  promises  nothing  of  the  sort.  The  examples 
that  it  cites  are  arrangements  for  the  joint 
use  of  tracks,  equipment,  and  facilities  such 
as  are  common  in  the  railroad  industry,  but 
it  does  not  tell  the  public  that  many  of  these 


joint  arrangements  can  be  accomplished  by 
voluntary  co-operation  and  at  the  same  time 
preserve  the  real  benefits  of  rail  competition. 
Some  arrangements  of  this  sort  are  now  in 
effect  between  the  Western  Pacific  and  the 
Southern  Pacific.  Western  Pacific  has  always 
favored  a  program  of  seeking  further  oppor- 
tunities for  efficiency  through  such  joint  ar- 
rangements but  they  should  be  made  on  a  fair 
basis  mutually  satisfactory  to  both  roads.  We 
sincerely  hope  that  the  Southern  Pacific  means 
what  it  says  and  that  many  of  the  arrange- 
ments it  proposes  can  be  effected,  but  not  at 
the  price  of  monopoly. 

The  Western  Pacific  has  already  had  a  flood 
of  unsolicited  offers  of  support  for  our  stand. 
These  offers  encourage  us  in  our  belief  that 
our  decision  to  oppose  the  Southern  Pacific 
and  to  endorse  and  support  the  Santa  Fe's 
proposal  is  in  the  best  interests  of  the  ship- 
pers, communities  and  the  general  public 
served  by  Western  Pacific  and  Southern  Pa- 
cific. We  know  you  will  agree  and  will  actively 
support  our  position. 
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President, 

The  Western  Pacific  Railroad  Company 


December  7, 1960 


A  return  to  the  past 

Southern  Pacific,  in  seeking  to  control 
Western  Pacific,  is  trying  to  turn  back  the 
clock.  Prior  to  the  construction  of  Western 
Pacific,  the  Southern  Pacific  had  a  transpor- 
tation monopoly  in  most  of  the  area  now 
served  by  Western  Pacific.  As  Western  Pacific 
has  grown  in  stature  as  an  effective  competi- 
tor, Southern  Pacific  apparently  now  seeks  a 
return  to  the  good  old  days  of  its  railroad 
monopoly  and  under  the  guise  of  serving  the 
public  interest  through  effecting  "important 
economies  and  efficiencies  in  operations," 
seeks  to  eliminate  the  Western  Pacific  as  an 
effective  railroad  competitor. 

Southern  Pacific's  announced  reasons 

for  proposing  control  of 

Western  Pacific 

The  sole  basis  announced  by  Southern 
Pacific  in  its  attempt  to  eliminate  Western 
Pacific  as  a  competitor  is  that  by  controlling 
Western  Pacific  it  will  be  possible  to  make 
important  economies  and  efficiencies  in  opera- 
tions with  resultant  improvement  in  trans- 
portation service.  The  Southern  Pacific  has 
vaguely  suggested  that  these  benefits  may 
somehow  pass  on  to  the  shippers  and  the  pub- 
lic but  it  promises  nothing  of  the  sort.  The 
position  of  the  Southern  Pacific  in  so  basing 
its  proposal  is  open  to  question  in  the  absence 
of  any  showing  as  to  why  control  is  necessary 
in  order  to  accomplish  true  economies  and 
efficiencies.  The  elimination  of  competition  is 
too  great  a  price  to  pay  for  the  false  economies 
of  railroad  monopoly.  It  is  an  unnecessary 
price  to  pay  for  economies  and  efficiencies 
which  can  be  accomplished  just  as  effectively 
under  separate,  competitive  ownership.  An 
example  of  this  is  the  Southern  Pacific- 
Western  Pacific  "paired  track"  operation  in 
Nevada,  smoothly  and  successfully  operating 
since  1924. 


Railroad  competition  is  in  the 
public  interest 

Competition  has  been,  and  is,  the  backbone 
of  the  economic  system  of  this  country — and 
this  philosophy  is  just  as  applicable  within  the 
railroad  industry  as  within  any  other  indus- 
try. That  this  is  so  has  been  repeatedly  stated 
by  the  Interstate  Commerce  Commission — the 
expert  body  on  transportation  matters. 

In  a  recent  case  before  the  I.C.C.  in  which 
one  railroad  sought  stock  control  of  another 
with  arguments  such  as  those  presently  being 
made  by  the  Southern  Pacific  in  its  instant 
proposal,  the  I.C.C.  made  the  following  state- 
ment which  should  apply  here.  (Note:  The 
names  of  the  actual  railroads  involved  have 
been  omitted  and  the  terms  "Applicant  Rail- 
road" and  "Competing  Railroad"  substituted 
for  them.) 

"The  ease  by  which  the  'Applicant  Rail- 
road' *  *  *  could  effect  such  coordination 
plans  convinces  us  of  the  intense  competi- 
tion presently  existing  between  the  'Com- 
peting Railroad',  on  the  one  hand,  and  the 
'Applicant  Railroad',  on  the  other.  Their 
lines  throughout  the  tributary  territory 
are  parallel  and  in  close  proximity.  Under 
the  circumstances,  it  would  not  be  in  the 
public  interest  to  permit  a  competitor  *  *  * 
to  acquire  stock  control  of  the  'Competing 
Railroad'.  Legitimate  competition  can  still 
be  an  incentive  for  progressive  develop- 
ment, but  where  there  is  probability  of 
existing  or  potential  competition  being 
diminished  or  strangled,  public  interest 
will  not  be  enhanced. 


"It  is  as  unsound  for  rail  carriers  as  for 
motor  carriers  to  conduct  duplicate  and 
ostensibly  competitive  operations  under 
two  distinct  names.  This  is  precisely  what 
'Applicant  Railroad'  would  be  doing  *  *  *." 


Is  Southern  Pacific  to  be  monarch 
of  the  "Golden  Empire"? 

Everyone  in  the  West  is  familiar  with  the 
history  of  the  Southern  Pacific — the  constant 
expansion — the  elimination  of  competition — 
the  absorption  of  independent  railroads — the 
creation  of  a  railroad  empire  extending  from 
Portland  to  New  Orleans,  which  area  it  adver- 
tises as  "The  Golden  Empire". 

More  recently  the  Southern  Pacific,  in  the 
same  manner,  has  created  a  trucking  empire 
nearly  as  extensive  as  its  rail  empire. 
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Very  recently  the  Southern  Pacific  has 
moved  into  the  field  of  pipe  line  transporta- 
tion. 

Presently  the  Southern  Pacific  is  attempt- 
ing to  move  into  the  field  of  water  transpor- 
tation in  the  area  from  the  Great  Lakes  to 
New  Orleans  to  the  whole  coast  of  Texas. 

The  present  attempt  to  gain  control  of 
Western  Pacific — its  principal  competitor  in 
large  areas  of  Northern  California  and  Ne- 
vada— falls  in  place  as  part  of  the  Southern 
Pacific  tactics.  The  Western  Pacific  has  been 
effective  as  a  competitor  and  thus  must  be 
eliminated. 


The  Southern  Pacific  competitive 
transportation  argument 

Southern  Pacific  argues  that  its  control  of 
Western  Pacific  would  not  eliminate  competi- 
tion— would  not  result  in  monopoly — because 
"the  railroads'  chief  sources  of  competition 
are  no  longer  the  railroads  themselves,  but 
other  modes  of  transportation." 

But  Southern  Pacific  does  not  tell  the  whole 
story. 

Southern  Pacific  is  one  of  the  leading  ex- 
ponents of  "common  ownership"  and  "trans- 
port diversification" — the  right  to  become 
transportation  companies  supplying  under 
one  ownership  all  forms  of  transportation. 
There  is  no  argument  with  this  principle. 
But  Southern  Pacific  by  its  proposal  to  con- 
trol Western  Pacific  wants  to  insure  that  when 
such  principle  is  adopted  it  alone  will  be  in 
a  position  to  become  the  transportation  com- 
pany in  the  area  now  served  by  Western  Pa- 
cific. Any  complete  transportation  service 
under  common  ownership  must  include  rail- 
road service ;  but  if  Southern  Pacific  controls 
the  only  railroad  lines  in  large  areas  of  North- 
ern California,  Nevada  and  Utah,  obviously 
Southern  Pacific's  monopoly  will  be  complete. 

The  accompanying  map  shows  the  Southern 
Pacific  transportation  empire  which  will  exist 
in  Northern  California,  Nevada  and  Utah  if 
the  present  attempt  to  eliminate  competition 
is  successful. 

Santa  Fe  control  is  desirable 

None  of  the  objectionable  features  of  the 
Southern  Pacific  proposal  exist  insofar  as 
Santa  Fe  control  of  Western  Pacific  is  con- 
cerned. Such  control  will  foster  even  more 
dynamic  competitive  rail  service  in  the  areas 
served  by  Western  Pacific  without  reducing 
in  any  manner  the  opportunities  for  the  econ- 
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omies  and  efficiencies  relied  upon  by  Southern 
Pacific. 

Control  of  Western  Pacific  by  Santa  Fe  is 
not  a  new  idea.  The  Transportation  Act  of 
1920  directed  the  Interstate  Commerce  Com- 
mission to  prepare  plans  for  consolidating  all 
U.  S.  railroads  into  a  limited  number  of  large 
systems.  In  the  first  plans,  which  were  de- 
veloped under  the  direction  of  Prof.  William 
Z.  Ripley,  nineteen  systems  were  proposed. 
Number  16  was  the  Santa  Fe  System  which 
included  Western  Pacific. 

The  association  between  Santa  Fe  and 
Western  Pacific  has  always  been  a  close  one. 
Traffic  agreements  between  the  two  companies 
were  signed  immediately  after  completion  of 
W.P.  in  1909.  Santa  Fe  supported  W.P.'s  ap- 
plication to  connect  with  Great  Northern  at 
Bieber  and  became  a  part  of  the  "Inside  Gate- 
way" north  and  south  route  thus  created  in 
1931.  Santa  Fe  and  Western  Pacific  jointly 
own  the  Oakland  Terminal  Railway  and  the 
Alameda  Belt  Line  providing  integrated  rail 
service  to  the  East  Bay. 

A  closer  association  between  Western  Pa- 
cific and  Santa  Fe  is  definitely  in  the  public 
interest  as  a  guarantee  of  continued  competi- 
tive rail  service. 
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Dear  Friend  of  the  Railroads: 

As  you  have  demonstrated  a  real  interest  in  the  rail- 
roads and  their  welfare,  I  am  taking  the  liberty  of  sending  you 
the  enclosed  brochure  setting  forth  Western  Pacific's  position 
toward  the  proposals  of  the  Southern  Pacific  and  the  Santa  Fe 
to  acquire  control  of  Western  Pacific. 

I  hope  this  will  be  helpful  to  you  if  you  have  had  any 
questions  as  to  the  relative  merits  of  these  proposals.  I  feel 
sure  that  friends  of  the  railroads  will  agree  that  Santa  Fe*s 
proposal  is  in  the  interest  of  shippers,  passengers  and  the  gen- 
eral public  but  that  control  of  Western  Pacific  by  S.  P.  would 
be  detrimental  to  those  interests. 

We  will  greatly  appreciate  your  support  for  our  posi- 
tion. 

Sincerely , 

encl. 


January  11,  1961 

TO  FRIENDS  OF  THE  RAILROADS: 

In  view  of  the  current  attention  being  given 
to  coordination  of  the  facilities  of  various  railroads 
to  eliminate  wasteful  duplication,  we  believe  you 
will  be  interested  in  the  enclosed  pamphlet  detail- 
ing advantages  of  Southern  Pacific's  proposal  for 
control  of  Western  Pacific.  The  proposed  SP-WP 
coordination  is  an  excellent  example  of  oppor- 
tunities to  reduce  costs  and  improve  service  where 
two  railroads  run  virtually  parallel. 

Sincerely  yours, 

J.  G.  SHEA 

General  Public  Relations  Mgr. 

Southern  Pacific  Company 

65  Market  Street 

San  Francisco  5 
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Why  Is  Control  Necessary  For  Co-ordination? 

Under  SP  control  of  WP,  the  two  roads  would  continue  as  separate  entities 
and  they  would  continue  to  compete  for  traffic.  But  only  through  control  can  there 
be  effected  the  full  and  complete  co-ordination  of  operating  facilities  which  will  pro- 
vide enduring  and  continuing  major  economies  to  both  roads  and  maximum  service 
improvement  to  the  public.  Without  control,  considerations  of  pride  and  short  range 
self  interest  will  continue  inevitably  to  obscure  opportunities  for  improved  efficiency 
and  economy,  to  the  detriment  of  the  public  interest. 

How  Would  Shippers  and  Communities  Benefit? 

Co-ordination  of  SP-WP  operations  would  provide  faster  service  over  the 
lines  of  both  railroads.  It  would  speed  up  service  to  switching  areas.  It  would 
promote  greater  use  of  the  more  efficient  facilities  of  each  company.  It  would 
keep  freight  rates  at  lowest  possible  levels  by  reducing  railroad  operating  costs. 
It  would  place  both  roads  in  stronger  position  to  move  forward  with  their  service 
and  equipment  improvement  programs.  There  would  be  opportunities  to  ease 
vehicular  traffic  problems  in  various  communities  by  removal  of  main-line  opera- 
tions from  their  principal  streets. 

WP  Service  Features  Would  Be  Maintained 

WP,  as  a  separate  entity,  operating  under  its  own  management,  would  con- 
tinue to  compete  with  SP  for  traffic.  For  example,  its  own  management  would  con- 
tinue, as  it  now  does,  such  activities  for  traffic  development  as  rate  making,  traffic 
solicitation,  location  of  new  industries,  and  maintenance  of  freight  and  passenger 
service.  It  would  maintain  all  interchange  points,  gateways,  routes,  and  traffic 
arrangements,  including  preservation  and  development  of  its  present  route  to  and 
from  the  Pacific  Northwest  via  Bieber  and  the  overland  route  via  Salt  Lake  City. 

Employe  Relations 

Within  a  separately  operated  company,  employes  of  the  Western  Pacific  would 
continue  under  their  present  working  conditions  and  agreements.  All  of  the  benefits 
now  enjoyed  by  the  employes  of  Western  Pacific  would  be  continued. 


Competitive  Transportation 


The  transportation  situation  today  is  completely  different  from  what  it  was 
fifty  years  ago.  The  railroads'  chief  sources  of  competition  are  no  longer  the  rail- 
roads themselves,  but  other  modes  of  transportation.  Under  the  proposal,  both  SP 
and  WP  would  continue  to  serve  their  customers,  and  aggressively  seek  traffic 
against  all  competition.  It  is  the  ability  of  both  SP  and  WP  to  compete  for  traffic 
which  will  be  increased  under  the  proposed  transaction,  and  this  means  better  rail 
service  in  the  West. 


WESTERN  PACIFIC-SOUTHERN  PACIFIC 
PAIRED  TRACK  OPERATION 


This  map  shows  why  only  Southern  Pacific  and  Western  Pacific 

can  co-ordinate  their  operations  to  produce 
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CO-ORDINATION  WOULD  CUT  COSTS 

The  map  shows  how  Southern  Pacific  and  Western  Pacific  lines  run  paral- 
lel and  interweave  from  the  San  Francisco  Bay  Area  east  into  Utah  and  from  > 
Stockton  up  into  northern  California.  Both  lines  serve  many  of  the  same  com- 
munities. Co-ordination  of  the  services  of  the  two  roads  provides  a  natural 
opportunity  for  increased  efficiency  of  both,  through  joint  use  of  trackage  and 
facuities.  Presently  the  shippers,  the  communities  served  by  both  railroads,  and 
ultimately  the  general  public  are  paying  the  substantial  cost  of  lack  of  this 
close  co-ordination. 


CO-ORDINATION  WOULD  IMPROVE  SERVICE 

Examples:  SP  trains  to  and  from  the  Pacific  Northwest  would  save  53  miles 
and  2y2  hours  in  running  time  by  using  the  WP  line  between  Flanigan  and 
Weso,  Nevada,  instead  of  the  SP  line  via  Fernley.  WP's  freight  trains  to  and 
from  the  San  Francisco  Bay  Area  would  save  45  miles  and  two  hours  in  running 
time  by  using  the  SP  line  between  Sacramento  and  Oakland.  Handling  of  freight 
car  movements  on  an  exchange  basis  would  help  balance  the  traffic  flow,  improve 
distribution  of  freight  cars  for  loading,  and  result  in  better  service  as  well  as 
substantial  economies  for  both  roads. 


ONLY  SP'S  PROPOSAL  OFFERS  THESE  ADVANTAGES 

The  economies  and  service  improvements  offered  by  SP-WP  co-ordination 
are  based  on  the  fact  that  their  lines  parallel  and  serve  common  points.  No 
other  combination  of  railroads  provides  such  opportunities.  Santa  Fe's  control 
of  WP  would  produce  only  a  major  extension  of  Santa  Fe's  service  territory, 
and  no  improvement  in  the  efficiency  and  economy  of  rail  service  in  the  area. 
Santa  Fe  does  not  parallel  WP;  it  joins  it  end-to-end.  Santa  Fe's  interest  lies 
chiefly  in  extending  its  influence  into  territory  already  adequately  served,  with 
no  compensating  benefit  to  shippers,  communities  or  the  general  public. 


AN  OPEN  LETTER 

To  Shippers,  Communities  and  the  General  Public 
Served  by  Southern  Pacific  and  Western  Pacific: 

The  continuing  rapid  growth  of  the  West  calls  for  the  best  and 
most  efficient  rail  service  it  is  possible  to  provide.  To  be  the  best,  it 
must  also  be  the  most  efficient.  The  public  interest  inevitably  suffers 
whenever  waste  and  inefficiency  are  allowed  to  persist  in  the  railroads 
that  serve  our  communities.  The  shipper,  the  receiver,  the  traveler, 
and  ultimately  the  entire  public  pay  the  cost  of  such  inefficiency,  both 
in  terms  of  freight  rates;  and  in  terms  of  service  improvements  that 
could  otherwise  be  provided  by  the  railroads  involved. 

One  of  the  greatest  challenges  faced  by  the  separate  manage- 
ments of  American  railroads  today  is  to  find  effective  ways  of  co- 
ordinating the  operations  of  their  facilities,  particularly  where  two 
roads  run  virtually  side  by  side,  serving  the  same  communities.  In 
such  cases  tremendous  savings  are  possible,  through  co-ordinated  use 
of  trackage  and  other  facilities.  Out  of  these  savings  will  come  better 
transportation  values  in  terms  of  rates  and  service  improvements. 

Southern  Pacific's  application,  now  on  file  with  the  Interstate 
Commerce  Commission,  for  control  of  Western  Pacific  through  own- 
ership of  capital  stock,  is  directed  at  achieving  economies  which  will 
strengthen  the  ability  of  both  railroads  to  carry  forward  the  programs 
of  improvement  which  this  growing  western  region  requires  and  to 
which  it  is  entitled. 

Southern  Pacific  and  Western  Pacific  are  unique,  not  only  in 
the  fact  that  their  lines  parallel  and  serve  many  of  the  same  commu- 
nities in  northern  California  and  east  to  Utah,  but  in  the  fact  that 
both  are  headquartered  in  the  far  West.  Their  histories  and  traditions 
have  been  bound  up  in  the  development  of  this  western  empire,  and 
together  they  can  make  an  even  greater  contribution  to  its  progress. 

D.  J.  RUSSELL,  President 
Southern  Pacific  Company 


